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PKEFACE 

Since  the  publication  of  the  previous  editions  of 
this  volume  the  authors  have  received  numerous 
requests  for  a  popular  edition  that  would  give  the 
main  outlines  of  the  argument  in  a  form  and  at  a 
price  that  would  place  it  within  the  reach  of  many 
to  whom  the  unabridged  editions  are  not  accessible. 
The  present  edition  is  intended  to  meet  these 
requests.  In  preparing  it  the  authors  have  been 
compelled  to  summarise  much  of  the  argument  and 
to  omit  much  of  the  detailed  evidence  upon  which 
the  conclusions  are  based ;  but  they  believe  that 
the  data  given  will  be  found  to  be  fully  sufficient 
to  justify  the  conclusions  reached  and  to  demonstrate 
the  equitable  claim  which  the  taxpayers  of  the 
country  have  upon  those  who  are  the  favoured 
recipients  of  a  valuable  State  -  created  monopoly. 
Of  the  thirty  diagrams  and  illustrations  included 
in  the  unabridged  editions  of  this  volume,  twenty- 
four  have  been  included  in  the  present  edition, 
together    with    one    new    diagram    illustrating    the 


4GG124 


vi      TAXATION  OF  THE  LIQUOR  TRADE 

disparity  in  the  scales  of  licence  taxation  in  Canada 
and  in  the  United  Kingdom.  For  the  convenience 
of  readers  who  may  desire  fuller  information  on 
certain  portions  of  the  argument  that  are  necessarily 
summarised  in  the  present  edition,  references  to  the 
unabridged  editions  are  throughout  supplied  which 
will  make  such  information  readily  accessible. 

So  far  as  the  statistical  data  contained  in  the 
volume  are  concerned,  by  far  the  greater  part  is  not 
accessible  elsewhere,  while  much  of  the  remainder  is 
not  available  in  the  form  in  which  it  is  here  presented. 
This  applies  especially  to  the  information  concerning 
the  United  States  of  America,  which  has  been  slowly 
gathered  in  the  course  of  investigations  extending 
over  more  than  four  years,  in  connection  with  which 
the  authors  have  received  courteous  and  invaluable 
help  from  Federal  and  State  departments  and  from 
hundreds  of  public  officials  and  other  gentlemen  in 
different  parts  of  the  Union.  To  all  of  these  our 
obligations  are  elsewhere  expressed.  The  statistical 
data  relating  to  the  United  Kingdom  are  largely 
derived  from  an  exhaustive  Return  of  Licensed 
Houses  (No.  408,  1903)  moved  for,  in  behalf  of  the 
present  writers,  by  the  Right  Hon.  Sir  H.  H.  Fowler, 
M.P.,  in  March  1902,  and  granted,  subject  to  an 
Order  of  the  House  of  Commons,  by  Viscount  St. 
Aldwyn  (then  Sir  Michael  Hicks  Beach).     Apart  from 
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that  Return,  which  relates  to  the  year  1901,  a  detailed 
comparative  study  of  the  licence  duties  could  not 
have  been  undertaken,  since  the  necessary  particulars 
for  such  a  study  do  not  elsewhere  exist.  The  in- 
formation contained  in  the  Return  is  here  supple- 
mented by  other  particulars  of  a  valuable  kind  which 
have  not  been  published  elsewhere. 

It  was  to  be  expected  that  the  detailed  evidence 
of  under  -  taxation  published  in  the  earlier  and 
present  editions  of  this  volume  would  provoke 
criticism  among  representatives  of  the  trade  con- 
cerned. Such  criticisms  have  not  been  numerous, 
and  they  have  been  concerned  with  the  conclusions 
reached,  rather  than  with  the  figures  and  facts 
adduced,  by  the  present  writers.  So  far  as  we  are 
aware,  with  a  single  unimportant  exception,  no  fact 
or  figure  has  been  called  in  question.  Such  objec- 
tions and  criticisms  as  the  argument  and  conclusions 
of  the  volume  have  encountered  are  considered  in  a 
supplementary  chapter  (Chapter  XV.)  in  the  present 
edition. 

April  1909. 
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CHAPTER   I 


INTRODUCTION 


For  reasons  that  are  not  quite  clear,  the  question 
of  the  taxation  of  the  liquor  trade,  and  especially  that 
part  of  taxation  which  relates  to  the  sale,  as  distinct 
from  the  manufacture,  of  alcoholic  liquors,  has  not 
received  the  thorough  and  detailed  attention  that  its 
importance  demands.  Regarded  merely  as  an  instru- 
ment for  safeguarding  the  community  against  the 
abuse  of  an  exceptional  and  dangerous  trade,  in- 
volving social  consequences  of  a  serious  and  costly 
character,  the  fiscal  treatment  of  the  liquor  trade  is 
obviously  a  matter  of  considerable  social  importance ; 
while,  if  we  regard  it  from  the  severely  practical  point 
of  view  of  the  exigencies  of  public  finance,  its  im- 
portance is  certainly  not  diminished. 

Economists,  both  of  the  old  and  new  schools,  agree 
in  recognising  the  trade  as  one  which  in  an  exceptional 
degree  justifies,  and,  indeed,  demands,  special  taxa- 
tion. In  the  first  place,  it  is  concerned  with  a 
commodity  which  is  admittedly  a  luxury,  and  not  a 
necessity  of  efficient  subsistence.  Secondly,  it  entails 
5  B 
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upon  the  community  special  and  heavy  expenditure 
in  respect  to  its  social  effects.  Thirdly,  it  is  a  lucrative 
monopoly  whose  exceptional  value  is  largely  due  to 
the  laws  and  action  of  the  State.  It  would  appear, 
therefore,  to  be  a  trade  demanding  the  closest  possible 
attention  and  investigation  at  the  hands  of  a  minister 
responsible  for  the  national  finances,  and  constant 
vigilance  to  secure  the  immediate  adjustment  of  fiscal 
arrangements  to  changes  in  the  policy  and  methods 
of  the  trade,  many  of  which,  and  these  the  most 
lucrative,  have  been  due  to  State  action  which  had 
other  objects  in  view.  A  careful  survey  of  the  history 
of  our  licensing  laws  and  fiscal  arrangements  shows 
that  this  vigilance  has  not  uniformly  been  exercised. 
Important  changes  have  been  made  in  the  structure 
of  our  licensing  system  which  have  been  entirely  un- 
accompanied by  corresponding  changes  in  our  system 
of  taxation,  and  the  result  is  that  the  taxpayer  is  in 
a  substantially  less  favourable  position  in  relation  to 
the  trade  and  to  the  burden  of  taxation  than  he  other- 
wise would  have  been.  From  time  to  time  the 
exigencies  of  national  finance  have  turned  the  attention 
of  a  Chancellor  of  the  Exchequer  to  the  liquor  trade 
as  an  object  of  additional  taxation  ;  but  these  occasions 
have  been  rare,  and  the  attention  given  has  been 
inadequate  and  fitful,  while  the  additional  levies  have 
chiefly  concerned  the  manufacturer  (who  has  been 
able  quickly  to  recoup  himself  from  the  consumer), 
and  only  rarely,  and  to  a  slight  extent,  have  they 
affected   the   retailer   of  the   liquor.      The   important 
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point,  however,  is  that  such  fitful  attention  as  has 
been  given  has  generally  been  provoked  by  causes, 
such  as  special  war  expenditure,  which  have  been  quite 
unrelated  to  changes  in  the  character  and  administra- 
tion of  the  licensing  laws ;  and  only  rarely  (notably, 
but  not  adequately,  in  1880)  has  an  increase  of 
taxation  had  reference  to  the  considerable  financial 
advantages  accruing  to  the  trade  from  changes  in 
national  law  and  policy. 

In  the  following  pages  an  attempt  has  been  made 
to  investigate  that  part  of  the  subject  which  has  had 
least  attention  from  successive  Chancellors  of  the 
Exchequer,  and  concerning  which  the  present  position 
is  strangely  anomalous,  namely,  the  taxation  of 
licences  for  the  sale,  and  especially  the  retail  sale,  of 
alcoholic  liquors.  The  excise  duties  upon  the 
manufacture  of  beer  and  spirits  will  be  considered 
incidentally  so  far  as  they  affect  the  incidence  of  the 
licence  duties. 

Originally,  and  up  to  a  comparatively  recent  period, 
licences  to  sell  alcoholic  liquor  were  granted  on  what 
was  virtually  a  free  trade  basis.  It  is  true  that,  from 
a  comparatively  early  period,  certain  requirements  of 
character  have  been  recognised,  and,  in  more  recent 
times,  a  certain  structural  fitness  of  premises  has 
also  been  required ;  but  any  one  who  is  familiar 
with  the  details  of  our  licensing  system  knows 
perfectly  well  that  these  requirements  have  in  the 
past,  and  until  a  very  recent  date,  counted  for 
very  little,  and  that  they  certainly  did   not  suffice 
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in  themselves  to  check  excess  in  the  number  of 
licences  granted.  The  really  effective  check  would 
have  been  adequate  taxation,  but  this  has  never 
been  attempted. 

The  first  statutory  restrictions  on  the  establishment 
of  ale-houses  were  imposed  for  police  purposes,  the 
fiscal  or  revenue  consideration  being  at  first  entirely 
absent  from  the  structure  of  our  licensing  system,  in 
which,  indeed,  it  has  never  occupied  more  than  a 
secondary  and  subordinate  place.  Under  the  earlier 
licensing  Acts  no  charge  at  all  was  made  for  the 
privilege  granted.  The  Act  of  1552,  it  is  true,  im- 
posed a  fee  of  "  twelvepence,"  but  this  was  simply  a 
recognisance  fee,  and  was  not  in  any  sense  a  licence 
duty.  It  was  only  at  a  comparatively  late  stage  in 
the  history  of  our  licensing  arrangements  that  any 
serious  attempt  was  made  to  tax  the  retail  liquor 
seller  for  revenue  purposes.  Even  the  famous  Act  of 
1736,  which  placed  what,  had  it  been  capable  of  en- 
forcement, would  have  been  a  prohibitive  tax  upon  the 
retail  sale  of  spirits,  was  designed  to  stamp  out  the 
gin  plague  and  not  to  bring  in  revenue.  In  this 
respect  the  position  of  the  publican  has  always  been 
different  from  the  position  of  the  brewer  or  distiller. 
Our  retail  licence  duties  have  never  been  fiscal 
duties  in  the  same  direct  and  unambiguous  way  that 
our  excise  and  customs  duties  have  been.  The 
revenue  consideration  was  not,  as  in  the  case  of  the 
latter,  the  original  and  primary  consideration  in  their 
institution.     That   the   distinction  was  artificial  and 
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accidental  rather  than  logical  was  subsequently  seen 
when  the  exigencies  of  national  finance  forced  the 
attention  of  successive  Chancellors  of  the  Exchequer 
to  the  licence  duties  as  objects  of  taxation  ;  but  it 
persists  in  degree  still. 


CHAPTER   II 

THE    PUBLICAN'S  LICENCE    PRIOR    TO    1880 

The  publican's  licence,  in  the  form  in  which  we 
have  it  to-day,  has  only  existed  since  1880.  Prior 
to  that  year  the  publican  who  desired  to  sell 
spirits  in  addition  to  beer  was  required  to  take 
out,  in  addition  to  the  ordinary  ale-house  licence, 
a  separate  spirit  licence.  Similarly,  if  he  desired  to 
sell  wine,  it  was  incumbent  upon  him  to  take  out  a 
separate  retail  wine  licence.  It  is  necessary,  there- 
fore, to  consider  the  three  classes  of  licence  separately. 

(a)  THE  ALE-HOUSE  LICENCE 

In  the  early  years  of  our  national  history,  legislation 
practically  confined  itself  to  regulations  governing 
the  prices  at  which  intoxicating  liquors,  like  other 
commodities,  could  be  sold,  and  the  size  of  the 
measures  in  which  they  were  to  be  sold.  Thus,  one 
of  the  reforms  conceded  by  Magna  Charta  was  the 
right  to  have  it  decreed  that  all  measures  for  wine 
and  ale  should  be  of  uniform  size.  Following  this 
was   a  period  in  which  the  prices   of  ale  and  wine 
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(the  beverages  then  in  use)  were  as  carefully  watched 
and  adjusted  as  those  of  bread,  but  for  nearly  three 
centuries  after  Magna  Charta  restriction  of  the  liquor 
traffic  was  only  partial  and  tentative,  and  a  system 
of  free  trade  prevailed.  Indeed,  it  was  decided  at 
law  that  it  was  lawful  for  any  one  to  keep  an  ale- 
house unless  it  were  kept  in  a  disorderly  manner. 

The  earliest  restrictions  on  ale-houses  were  due  to 
the  use  of  such  houses  in  Tudor  times  for  what  were 
termed  "  unlawful  games,"  and  it  was  to  the  dis- 
orderly influence  of  these  games  that  the  summary 
powers  of  suppression  conferred  upon  justices  of  the 
peace  by  the  Acts  of  1495,  1503,  and  1552  were 
largely  directed.  The  powers  given  to  the  justices 
were  not  satisfactorily  exercised,  but  the  importance 
deliberately  attached  to  them  is  repeatedly  illustrated 
in  the  history  of  succeeding  reigns. 

The  Non-Fiscal  Basis  of  the  Licence  System 

Until  the  dawn  of  the  eighteenth  century,  the  idea 
of  regulation  was  not  merely  uppermost,  but  the  sole 
consideration  in  the  mind  of  the  State.  The  licensing 
system  was  a  police  system  pure  and  simple,  and  the 
idea  of  revenue  was  entirely  absent. 

It  was  not  until  1710  that  the  first  licence  duty, 
in  the  shape  of  a  small  stamp  duty  of  one  shilling, 
was  imposed  upon  the  licensed  victualler's  annual 
beer  licence.  The  stamp  duties  were  essentially 
revenue  taxes,  although,  in  the  case  under  considera- 
tion, the  duty  was  too  slight  to  modify  the  character 
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of  our  licence  system,  or  to  act  in  any  way  as  an 
economic  check  upon  the  number  of  licences  taken 
out. 

No  increase  in  the  amount  of  the  stamp  duty  was 
made  for  nearly  half  a  century,  when,  in  1755,  it 
was  raised  to  one  guinea ;  an  additional  half-guinea 
was  imposed  in  1784,  and  subsequent  additions 
ultimately  raised  the  tax  to  two  guineas.  In  1808 
the  stamp  duty  was  abolished,  but  the  impost  was 
re -imposed  as  an  excise  duty  by  the  Act  48  Geo. 
III.  c.  143,  the  amount  payable  being  two  guineas. 
In  the  last  year  of  the  French  war  this  charge  was 
doubled,  but  an  annual  payment^  of  four  guineas 
being  found  to  press  heavily  upon  the  smaller  houses, 
a  change  was  made  in  1816,  by  which  the  rating 
value  of  the  premises  became  the  basis  of  the  duty, 
the  scale  ranging  from  a  minimum  of  two  to  a 
maximum  of  four  guineas  per  annum.  In  1824  the 
duties  were  further  reduced,  the  charge  being  fixed 
at  one  guinea  for  houses  rated  at  less  than  £'20  per 
annum,  and  at  three  guineas  for  all  others.  In  1840 
Mr.  Baring  imposed  an  additional  tax  of  5  per  cent, 
so  raising  the  impost  upon  the  smaller  houses  to 
£1  :  2  :  Oh,  and  upon  the  larger  ones  to  £3  :  6  :  If. 
No  further  change  occurred  until  1880,  when  the 
present  publican's  licence  was  created,  whereby  the 
holder  of  a  spirit  licence  is  also  authorised  to  sell  beer 
and  wine.  The  following  table  gives  a  summary  of 
the  number  of  publicans'  beer  licences,  together  with 
the  rates  and  proceeds  of  the   duty,  in  England  and 
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Wales,    from    1810    (two  years  after  the  transfer  of 
the  duty  to  the  Excise)  to  1880  : — 


No.  of 

Proceeds 

Year. 

Licences 

issued. 

(E.  and  W.) 

of 

Duty. 

(E.  aud  W.) 

Rate  of  Duty. 

1810 

49,061 

£103,028 

£2  :  2s. 

1820 

48,128 

132,568 

Under  £15  rental 
£15  and  under  £20 
£20  and  upwards 

£2   2   0 

3  3   0 

4  4    0 

1830 

51,482 

86,369 

Under  £20  rental      . 
£20  and  upwards 

1    1    0 
3   3   0 

1840 

57,368 

102,246 

' 

1850 

60,166 

110,231 

Year  ended 

March  31. 

1860 

Under  £20  rental 

1    2   0| 

64,458 

141,360 

£20  and  upwards 

3   6    If 

1870 

69,895 

166,897 

1880 

69,805 

183,158 

. 

One  has  only  to  analyse  the  above  table  to  see  how 
anomalous  our  fiscal  treatment  of  the  publican  has 
been.  Between  1810  and  1840  the  number  of  licences 
increased  by  17  per  cent,  the  population  by  56  per 
cent,  and  the  total  expenditure  upon  alcohol  by  at 
least  60  per  cent.  Nevertheless,  the  total  proceeds 
from  publicans'  beer  licences  during  the  same  period 
actually  decreased  by  £782  !  Or,  to  take  a  longer 
period,  between  1810  and  1880  the  total  proceeds 
from  the  licences  increased  by  £80,130,  or  78  per 
cent.  In  the  same  period  the  population  increased 
by  155  per  cent,  and  the  total  expenditure  upon 
alcohol  by  considerably  more  than  100  per  cent.  We 
see  the  anomaly  even  more  clearly  if  we  compare  the 
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rate  of  licence  duty  in  the  two  periods.  In  1810 
each  licence  cost  £2  :  2s.  In  1880  the  average  cost 
was  £2:12:6,  although  in  the  interval  both  popula- 
tion and  expenditure  upon  alcohol  had  enormously 
increased,  and  the  trade  had  been  transformed  by 
legislation  from  what  was  virtually  a  free  trade  system 
into  a  close  monopoly. 

(&)  THE  PUBLICAN'S  WINE  LICENCE 

Wine  appears  to  have  been  unknown  in  England 
prior  to  the  Roman  invasion.  Thereafter  there  were 
large  importations.  It  continued  to  be  exclusively  an 
import  for  nearly  three  centuries  after  the  Roman 
occupation.  Vineyards  flourished  in  England  in  the 
Saxon  period,  chiefly  in  connection  with  the  monas- 
teries, but  the  wine  consumed  in  the  country  was, 
for  the  most  part,  imported. 

As  in  the  case  of  beer,  the  earliest  regulations 
referred  almost  exclusively  to  the  prices  at  which 
the  wine  could  be  sold,  and  to  the  legal  measures. 
The  fiscal,  or  revenue,  consideration  does  not 
appear  to  have  suggested  itself  to  Parliament  in 
connection  with  the  retail  sale  of  wine  until  after  the 
Restoration,  and  even  then  in  an  indirect  and  inade- 
quate way.  If  we  exclude  the  stamp  duty  of  4s. 
imposed  in  1710,  the  strictly  fiscal  treatment  of  the 
retail  wine -seller  may  be  said  to  date  from  1757, 
when  a  duty  varying  in  amount  from  £2  :  4s.  to 
£5  :  4s.,  according  to  the  character  of  the  business 
done,    was    charged    upon    the    retail    wine    licence. 
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These  duties  remained  stationary  until  1815,  when 
they  were  temporarily  doubled,  the  increase  in  the 
duties  being  immediately  followed  by  a  large  reduc- 
tion in  the  number  of  licences  taken  out.  The 
Consolidating  Act  of  1825,  which  confined  the  'on' 
sale  of  wine  to  publicans,  fixed  the  duty  at  £4  :  4  s. 
in  cases  where  a  beer  licence  was  also  held,  and  at 
£2  :  2s.  for  publicans  who  sold  spirits  as  well  as  beer 
and  wine.  Except  for  a  slight  increase  of  5  per  cent 
in  1840,  no  further  charge  was  made  until  1876,  when 
the  retail  wine  licence  for  a  publican  not  selling- 
spirits  was  reduced  by  one-half  (i.e.  from  £4:8:2^ 
to  £2:4:1).  It  thus  became  identical  in  cost  for 
all  publicans,  whether  selling  beer  alone,  or  beer  and 
spirits.  It  remained  at  this  rate  until  1880,  when 
the  present  '  full '  licence  (i.e.  for  beer,  wine,  and 
spirits)  was  created. 

(c)  THE  PUBLICAN'S  SPIRIT  LICENCE 

The  first  restriction  on  the  sale  of  spirits  (i.e.  in 
the  form  of  a  requirement  that  the  sellers  should  be 
licensed)  was  imposed  for  police  purposes  in  1701, 
when  all  persons  selling  spirits  for  '  on '  consumption 
were  required  to  be  licensed  by  justices  in  the  same 
way  as  keepers  of  ale-houses.  This  requirement 
led  to  an  outcry,  because  it  interfered  with  the 
distillers  who  had  recently  embarked  upon  the 
manufacture,  and  through  them  injured  the  agri- 
cultural interests,  inasmuch  as  in  the  new  dis- 
tilleries   "great    quantities    of    the    worst    sort    of 
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malted  corn  not  useful  to  brewers "  had  been  used. 
Accordingly,  in  the  following  year,  distillers  and  all 
other  shopkeepers  dealing  principally  in  goods  and 
merchandise  other  than  spirits  were  allowed  to  sell 
spirits  by  retail  without  a  licence,  provided  they  did 
not  allow  tippling  in  their  houses. 

As  a  consequence,  the  taste  for  gin  spread  like  a 
plague.  The  production  of  spirits  in  England  and 
Wales,  which  had  amounted  to  only  543,000  gallons 
in  1690,  had  risen  to  1,232,000  gallons  in  1700,  to 
2,200,000  gallons  in  1710,  and  to  nearly  5,000,000 
gallons  in  1729.  The  number  of  gin-shops  also  had 
greatly  increased.  By  1729  the  plague  had  attained 
such  proportions  that  Parliament  was  compelled  to 
interfere.  Strong  restrictive  action  was  accordingly 
taken.  First,  a  heavy  additional  tax  was  imposed 
upon  gin  of  all  sorts.  Secondly,  all  distillers  of  com- 
pounded waters  were  placed  under  the  supervision 
of  the  Excise.  Thirdly,  an  annual  licence  costing 
£20  was  required  for  all  retailers  of  gin  or  com- 
pounded spirits.  Fourthly,  the  hawking  of  brandy 
or  other  spirits  about  the  streets  was  totally  pro- 
hibited. These  measures,  with  the  exception  of  the 
last,  were  aimed  solely  at  the  cheap  spirit,  gin. 
Other  spirits,  such  as  rum,  brandy,  Irish  usquebaugh, 
and  Scotch  malt  spirit,  were  left  untouched,  the  high 
price  being  thought  sufficient  protection  against 
abuse. 

The  legislation  of  1729  failed  to  realise  the  hopes 
of  its  promoters.      It  suppressed  gin,  but  it  quickly 
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led  to  the  invention  of  another  form  of  cheap  spirit 
called  "  Parliament  brandy,"  which,  being  a  plain, 
and  not  a  compounded  spirit,  was  outside  the  scope 
of  the  Gin  Act  of  1729.  The  new  spirit  was  in  effect 
even  more  detrimental  to  the  health  of  the  people 
than  gin. 

Parliament  accordingly,  in  1733,  repealed  the  Act 
of  1729  as  not  having  "answered  the  good  purposes 
therein  intended,"  and  having  proved  "  a  discourage- 
ment to  the  distilling  of  spirits  from  corn."  In  its 
place  another  Act  was  passed  (6  Geo.  II.  c.  17)  which 
absolutely  prohibited  the  sale  of  "  any  brandy,  strong 
waters,  or  other  spirits "  about  the  streets  or  upon 
any  ship  or  vessel,  "or  on  or  in  any  other  place  or 
places  other  than  the  dwelling-house  of  the  persons 
so  selling  the  same."  upon  pain  of  a  penalty  of  £10. 
The  effect  of  this  Act,  potentially  at  least,  was  to 
transform  every  dwelling-house  into  a  spirit  shop. 

The  populace  welcomed  the  return  of  "  Madame 
Geneva "  with  an  orgy  which  Hogarth  has  immor- 
talised in  his  terrible  "  Gin  Lane." 

Further  legislation  was  felt  to  be  imperative,  and 
in  1736  Sir  Joseph  Jekyll,  in  behalf  of  the  Govern- 
ment, brought  in  and  carried  a  measure  of  severe 
stringency,  to  which  Walpole  is  said  to  have  given 
a  reluctant  assent.  The  preamble  of  the  Act  made 
it  clear  that  the  repressive  provisions  of  the  Act, 
and  especially  the  excessive  and  prohibitive  amount 
of  the  licence  tax,  were  police  measures  only,  solely 
designed    to     check    "  the     constant    and    excessive 
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use  "  of  spirits.  The  Act  provided  that  no  person 
should  sell  or  retail  any  brandy,  rum,  aqua  vitw, 
or  other  spirituous  liquor  in  less  quantity  than  two 
gallons,  without  taking  out  a  licence  and  paying 
for  the  same  the  sum  of  £50.  Besides  the  licence, 
a  duty  of  20s.  a  gallon  was  to  be  paid  by  the  retailer 
on  the  quantity  sold,  over  and  above  all  other  duties. 
By  Section  14  of  the  Act,  spirit  retailers  were  re- 
quired to  have  a  licence  from  two  Justices  of  the 
Peace.  An  Act  so  repressive  naturally  required 
strong  measures  to  enforce  it,  and  in  the  two  follow- 
ing years  further  drastic  measures  were  passed  for 
enforcing  the  execution  of  the  Act  of  1736. 

Despite  the  efforts  of  Parliament,  this  penal  legis- 
lation proved  abortive ;  its  chief  results  were  riots 
and  widespread  demoralisation.  In  London  and  else- 
where the  mob  honoured  what  they  called  the 
"Death  of  Madame  Gin"  with  mock  funeral  pro- 
cessions, at  which  debauchery  reigned  supreme.  The 
distillers  took  out  wine  licences,  and  offered  doctored 
gin  and  other  spirits  under  specially  invented  names. 
Meantime  the  distillation  and  consumption  of  spirits 
grew  by  leaps  and  bounds.  The  number  of  gallons 
of  British  spirits  which  paid  duty  in  1729  was 
4,727,000.  By  1734  it  had  grown  to  6,074,000 
gallons,  and  by  1743  to  over  8,000,000  gallons. 

The  country  was  alarmed,  and  the  popular  con- 
cern spread  to  Parliament.  New  legislation  became 
imperative. 

In  1743  a  complete  change  of  policy  was  made, 
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An  Act  (16  Geo.  II.  c.  8)  was  passed  which  repealed 
the  retail  spirit  duty  of  20s.  a  gallon,  and  levied, 
instead,  a  duty  varying  from  Id.  to  6d.  per  gallon, 
according  to  the  nature  of  the  materials  used.  This 
duty  was  levied  not  on  the  retailer,  but  on  the 
distiller.  The  Act  at  the  same  time  reduced  the  tax 
for  a  retail  licence  from  £50  to  £1.  This  Act, 
together  with  the  restrictive  Acts  of  1751  and 
1753,  consolidated  all  licences  on  the  basis  of  ale- 
house licences,  and  no  further  important  changes  took 
place  in  the  strictly  police  regulation  of  the  retail  trade 
in  spirits  until  1828,  when  the  great  Consolidating 
Act,  which  is  still  in  force,  was  passed. 

The  Non-Fiscal  Basis  of  the  Retail  Spirit 
Licence 

.  It  will  be  apparent  from  what  has  already  been  said 
that  the  publican's  spirit  licence,  like  the  publican's 
beer  licence,  "  must  be  viewed  as  originating  rather 
from  a  police  than  a  revenue  polity."  The  govern- 
ing principle  had  been  the  repression  of  drunkenness, 
and  this  continued  to  be  the  governing  principle 
until  the  close  of  the  eighteenth  century,  when  it 
was  modified,  to  some  slight  extent,  by  the  financial 
policy  of  Pitt.  Nothing  can  show  this  more  clearly 
than  a  brief  recital  of  the  changes  made  in  the 
amount  of  the  duty  charged  upoii  the  publican's 
spirit  licence.  These  changes,  which  are  given  in 
detail  in  the  unabridged  editions  of  this  volume,1  are 

1  See  pp.  40-4-J  oi'  the  unabridged  editions. 
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summarised  in  the  following  table,  which  shows  the 
number  of  publicans'  spirit  licences  taken  out  in 
England,  together  with  the  scale  of  duty  and  the  total 
proceeds  of  the  duty,  at  intervals  of  ten  years  from 
1750  to  1880:- 


Year. 

No.  of  Pub- 
licans' Spirit 
Licences 
issued. 

(E.  &  W.) 

Total 
proceeds 
of  Duty. 

(E.  k  W.) 

Rate  of  Duty. 

1750 

28,986  ' 

£28,986 

£1 

1760 
1770 

26,032 
32,018 

52,064  \ 
64,036  ) 

£2 

1780 

36,712 

77,066 

£2  :  2s. 

House  and  premises 

rated  under  £15   £4 

14 

0 

1790 

32,850 

159,457 

At£15andunder£20    5 
„     20        „           25    5 
„      25        „           30    5 
„      30        „           40    6 

2 
10 
18 

6 

0 
0 
0 
0 

1800 

31,097 

157,813 

• 

1810 

37,011 

193,302 

„      40        „            50    6 

14 

0 

♦ 

,,     50  and  upwards    7 

2 

0 

1820 

36,310 

248,522 

From  £5  :  5s.  to  £10 

:  13s. 

1830 

45,675 

228,961 

From  £2  :  2s.  to  £10 

:  10s. 

f   House  and  premises 

1840 
1850 
1860 
1870 
1880 

52,680 
55,945 
61,085 
68,739 
69,112 

283,763 
309,092 
401,033 
480,794 
542,798 

- 

rated  under  £10  £2 
At£10andunder£20    4 
,,      20        „           25    6 
„      25        „           30    7 
„      30        „           40    8 
„      40        „           50    9 
„      50  and  upwards  1 1 

4 
8 
12 
14 
16 
18 
0 

1 
2i 

~4 

U 
4~ 
4| 

n 

6 

An  analysis  of  this  table  brings  out  very  clearly 
the  non -progressive  character  of  our  scale  of  licence 
taxation.  In  1800,  when  the  population  of  England 
and  Wales  was  only  nine  millions,  the  average  cost  of 
a  licence  to  retail  spirits  was  £5:1:6;  thirty  years 
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later,  with  an  increase  of  nearly  five  millions  in  the 
population,  the  average  cost  of  a  licence  was  slightly 
less;  while  in  1840,  with  an  increase  in  population, 
as  compared  with  1800,  of  nearly  seven  millions,  the 
average  cost  of  a  licence  was  only  6s.  3d.  more  than 
in  1800.1  In  1880  the  average  cost  of  a  retail  licence 
for  spirits  was  only  £7  :  18  :  8,  as  against  £5:1:6  in 
1800,  although  the  quantity  of  spirits  (British  and 
Foreign)  charged  with  duty  for  consumption  in  the 
United  Kingdom  had  increased  in  the  interval  by 
about  25,000,000  gallons.  The  most  surprising  fact 
is  that  no  change  should  have  been  made  in  the  scale 
and  rate  of  duty  charged  between  1840  and  1880, 
although  the  population  of  England  and  Wales  had 
increased  in  the  interval  by  ten  millions.  It  is  true 
that  between  1840  and  1880  the  average  cost  of  a 
licence  rose  by  £2  :  10s.,  but  this  was  due  to  a  natural 
increase  in  the  rateable  values  of  premises,  and  not 
to  any  attempt  on  the  part  of  Parliament  to  adjust 
taxation  to  the  increased  value  of  the  licence.  The 
absence  of  any  such  attempt,  especially  in  view  of 

1  An  increase  in  population  is  not  necessarily  an  argument  for  an  increase 
in  the  scale  of  licence  taxation.  The  value  of  a  licence  is  determined  by, 
first,  the  quantity  of  spirits  sold,  and,  second,  the  number  of  competitors. 
It  is,  however,  impossible  to  apply  these  tests  in  the  present  instance. 
Particulars  of  the  actual  consumption  of  spirits  in  the  separate  divisions  of 
the  United  Kingdom  are  not  available  for  the  first  half  of  the  nineteenth 
century.  On  the  other  hand,  it  is  impossible  to  use  the  quantities  of  spirit 
consumed  in  the  whole  of  the  United  Kingdom  for  the  purpose  of  the  com- 
parison, owing  to  the  facts,  first,  that  the  number  of  spirit  retailers  in  the 
United  Kingdom  is  not  ascertainable  during  the  early  part  of  the  century, 
and,  second,  that  the  rates  of  licence  duty  in  the  separate  divisions  of  the 
kingdom  were  not  uniform.  Population,  therefore,  is  th?  only  available 
test  of  the  comparative  worth  of  a  licence  throughout  the  entile  period 
referred  to. 

C 
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the  fact  that  the  early  taxation  was  light,  and  that 
it  did  not  profess  to  bear  any  proper  relation  to  the 
taxable  value  of  a  licence,  meant  that  no  economic 
check  was  placed  upon  the  supply  of  licences,  which 
continued  to  exceed  the  legitimate  demand  to  the 
detriment  of  sobriety  and  public  order,  and,  to  some 
extent,  to  the  disadvantage  of  individual  traders. 
Thus,  while  the  consumption  of  spirits  (British  and 
Foreign)  in  the  United  Kingdom1  rose  from  an 
average  of  29,000,000  gallons  in  the  five  years 
1836-40,  to  39,000,000  gallons  in  the  five  years 
1876-80,  the  number  of  spirit  retailers  rose  from  an 
average  of  86,706  in  the  former  period  to  97,572  in 
the  latter.  These  figures  give  an  average  of  336 
gallons  per  licence  in  the  five  years  1836-40,  and  of 
403  gallons  per  licence  in  the  five  years  1876-80. 
Such  a  comparison  is,  however,  misleading,  since  it 
ignores  changes  in  the  character  and  size  of  public- 
houses.  The  growth  of  population,  and  consequent 
increase  in  the  consumption  of  spirits,  led  to  im- 
portant structural  developments  in  the  larger  public- 
houses,  of  which  the  low  maximum  limit  in  the  scale 
of  taxation  took  no  account.  For  nearly  a  century 
(i.e.  from  1787  to  1880)  all  houses  of  an  annual 
value  of  £50  and  upwards  were  treated  alike,  so 
that  successful  publicans  could  enlarge  their  premises 
indefinitely  without  payment  of  additional  taxation. 
If  this  arbitrary  limit  of  value  had  not  been  imposed, 
or  if  the  scale  had   been   graded   to  a  much   higher 

1  It  is  not  possible  to  give  accurate   figures  for  England    and    Wales 
separately. 
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point,  the  increased  trade  of  the  larger  houses  would 
have  been  reached  by  taxation  to  the  distinct  advan- 
tage of  the  public  revenue. 

Reviewing  the  facts  to-day,  it  is  difficult  to  escape 
the  conclusion  that,  prior  to  1880  at  least,  the  fiscal 
treatment  of  the  publican  was  haphazard  and  casual, 
and  not  based  upon  an  adequate  consideration  of 
public  interests  and  financial  justice.  Preoccupied 
with  strictly  police  considerations,  Parliament 
directed  its  energies  almost  exclusively  to  restrictive 
legislation,  and  overlooked  the  value  of  the  mono- 
poly which  its  own  action  had  undesignedly  created. 


CHAPTER   III 

THE    BUDGET    OF    1880 

The  absence  of  any  serious  attempt,  prior  to  1880, 
to  place  the  licence  duties  upon  a  strictly  fiscal  basis 
is  made  more  surprising  by  the  fact  that  attention 
had  been  publicly  directed  to  the  growth  of  public- 
house  values,  and  to  the  inadequacy  of  existing 
taxation,  at  least  as  early  as  the  beginning  of  the 
second  half  of  the  last  century. 

On  the  24th  January  1853  the  licensing  magis- 
trates of  Liverpool  had  passed  a  series  of  resolutions 
which  included  the  recommendation  of  a  largely 
increased  licence  duty.  What  the  amount  should  be 
they  did  not  state,  although  it  is  clear  from  a  state- 
ment subsequently  made  in  evidence  before  a  Parlia- 
mentary Committee,  that  they  had  considered  a 
licence  duty  of  £100. 

Further,  the  attention  of  the  Select  Committee  on 
Public-Houses  in  1853  was  repeatedly  called  to  the 
matter,  and  various  proposals  for  an  increase  in  the 
duties  were  made.  It  was  shown  in  evidence  that  the 
grant  of  a  spirit  licence  was  equivalent  to  a  monetary 

•20 
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gift  of  great  value,  amounting  in  some  cases  to 
thousands  of  pounds. 

So  far  impressed  were  the  Committee  with  the 
evidence  offered  that  they  included  in  their  Report 
a  recommendation  that  "  in  future  a  higher  rate 
of  duty  shall  be  paid  for  a  licence "  ;  and,  in  re- 
commending the  substitution  of  a  combined  pub- 
lican's licence  for  the  various  licences  then  issued, 
they  urged  that  the  sum  to  be  paid  for  the  licence 
should  "  not  be  varied  by  the  amount  at  which  the 
premises  are  rated,"  but  should  "  depend  solely  upon 
population,  that  being  the  more  simple,  certain,  and 
equitable  test."  The  new  rates  suggested — roughly 
double  in  amount  to  those  then  paid — were  not  open 
to  the  charge  of  being  excessive,  but  they  would  have 
yielded  a  considerable  increase  in  revenue.  The  pro- 
posal, however,  seems  to  have  received  little  attention, 
and  nothing  was  done  to  remedy  the  anomalies  in 
the  scale  of  licence  taxation. 

In  1871  attention  was  once  more  directed  to 
the  question  by  the  Bill  which -Mr.  Bruce,  on  behalf 
of  the  Government  of  the  day,  introduced  into 
the  House  of  Commons.  The  Bill  was  of  an  exceed- 
ingly comprehensive  character,  comprising  no  fewer 
than  177  clauses  and  including  many  important 
innovations. 

The  financial  proposals  of  the  Bill  were  somewhat 
complicated,  but  were  based  upon  a  clearly-avowed 
desire  to  secure  to  the  public  a  greater  share  of  the 
profits  of  a   lucrative  monopoly.      "There   was,"   as 
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Mr.  Bruce  informed  the  House,  "much  that  whs 
irrational  in  a  system  which  gave  to  the  magistrates 
the  power  of  bestowing  gratuitously  a  privilege  of 
great  pecuniary  value."  The  proposed  charges  in- 
cluded (1)  a  licence  rent  charged  upon  the  magistrates' 
certificate  ;  and  (2)  an  excise  duty  charged  upon  the 
Inland  Revenue  licence. 

Except  in  the  matter  of  grading,  the  new  licence 
duties  were  approximately  similar  to  the  amounts 
then  paid  by  publicans  for  the  exercise  of  the 
same  privileges  ;  the  payments  then  in  force  for  the 
'  on '  sale  of  beer,  wine,  and  spirits,  ranging  from 
a  minimum  of  £5  :  10  :  2^  to  a  maximum  of 
£16  :  10  :  8f.  The  real  increase  in  taxation  in  Mr. 
Bruce's  scheme  was  represented  by  the  proposed 
licence  rents  which  were  wholly  new. 

Unfortunately,  Mr.  Bruce's  Bill  was  for  various 
reasons  withdrawn,  and  the  proposed  changes  in 
taxation  consequently  failed  to  be  effected  ;  and  it  was 
not  until  nine  more  years  had  passed  that  Parliament 
made  any  attempt  to  adjust  the  publicans'  licence 
duties,  even  approximately,  to  the  value  of  the  privilege 
conferred.  In  the  meantime  it  had,  by  further  legisla- 
tion, considerably  enhanced  the  value  of  a  licence. 

Mr.  Gladstone's  Scheme 

In  1880  the  first  serious  attempt  was  made  to  put 
the  licence  duties  upon  what  may  be  called  a  strictly 
fiscal  basis.  In  that  year  Mr.  Gladstone,  impressed 
by  the    conviction    that    the   duties  imposed  on  the 
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various  grades  of  the  publican's  spirit  licence  were 
"  too  low,"  and  that  they  were  "  often  ridiculously 
low,"  introduced  what  has  since  been  known  as  the 
'  full,'  or  publican's  licence,  under  which  the  licensee 
may  sell  any  kind  of  alcoholic  liquor  for  '  on '  or 
'  off'  consumption.  At  the  same  time  he  revised  and 
recast  the  scale  of  licence  duties. 

Various  circumstances  had  conspired  to  make  the 
long-delayed  revision  of  the  licence  duties  imperative 
in  1880.  The  temporary  Act  of  1869,  and  the  per- 
manent Act  of  1872,  had  still  further  restricted  the 
grant  of  licences  and,  by  intensifying  the  monopoly, 
had  added  considerably  to  its  value.  In  the  second 
place,  a  quickened  public  opinion  had  influenced  the 
action  of  local  licensing  magistrates,  who  had  become 
more  reluctant  to  grant  new  licences  than  formerly. 
The  effect  of  these  various  changes  and  influences  is 
seen  in  a  comparison  of  the  number  of  publicans' 
licences  taken  out  during  a  period  of  twenty  years, 
and  especially  in  the  reduction  which  took  place  in 
the  ten  years  immediately  prior  to  1! 


Year  ending 
March  31. 

No.  of  Publicans' 

Licences  issued. 

(E.  and  W.)1 

No.  per 

1000  of  population. 

(B.  and  W.) 

1860 
1870 
1880 

64,458 
69,895 
69,805 

32 
31 

2-7 

1  The  number  of  publicans'  beer  licences,  as  the  larger  figure,  has  been 
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Nor  was  the  reduction  confined  to  the  publicans' 
licences.  The  number  of  beer-house  licences  taken 
out  under  the  Act  of  1830  (1  Wm.  IV.  c.  64)  fell,  as 
a  consequence  of  the  Act  of  1869,  from  2'2  per  1000 
of  the  population  in  1860  to  2*1  per  1000  in  1870, 
and  1*9  per  1000  in  1880.  Meantime,  the  national 
expenditure  on  alcohol  had  grown,  according  to  Mr. 
Hoyle's  estimates,  from  £2  :  18s.  per  head  of  the 
population  in  1860  to  £3:16:1  in  1870,  and  to 
£4  :9s.  per  head  in  1876,  when  the  highest  point  in 
expenditure,  under  the  commercial  "boom"  of  the 
seventies,  was  reached.  It  fell  to  £3  :  15s.  per  head  in 
1879,  the  year  immediately  preceding  Mr.  Gladstone's 
financial  legislation,  owing  to  the  reaction  which  had 
then  set  in  from  the  exceptional  prosperity  of  the 
preceding  years.  This  was  an  increase  of  no  less  than 
17s.  per  head  of  the  population,  as  compared  with 
1860,  although  in  the  interval  the  number  of  public- 
houses  in  England  and  Wales  had  declined  from  3*2 
per  1000  of  the  population  to  27  per  1000,  and  the 
number  of  beer-houses  from  2*2  per  1000  to  1*9  per 
1000.  The  mere  restriction  of  the  monopoly,  even 
had  it  been  unaccompanied  by  an  increase  in  the 
consumption  of  alcohol,  would  have  materially  en- 
hanced its  value  to  the  individual  publican ;  but 
accompanied  as  it  had  been  by  a  substantial  increase  in 
the  consumption  of  alcohol,  its  value  was  enormously 
increased.     Meantime  no  change  had  been  made  in 

taken  throughout  the  comparison.  A  precisely  similar  reduction,  in  ratio 
to  population,  took  place  in  the  number  of  publicans'  spirit  licences  issued. 
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the  rates  of  licence  duty,  which,  as  we  have  seen,  had 
remained  unchanged  since  1840. 

In  1879  a  Select  Committee  of  the  House  of 
Lords  called  emphatic  attention  to  the  matter,  and 
urged  that  a  "considerable  increase"  should  be  made 
in  the  licence  duties. 

Advantage  was  taken  of  this  recommendation  by 
Mr.  Gladstone  in  the  following  year  to  effect  a  change 
in  the  character  and  form  of  the  publican's  licence, 
and  to  re-cast  and  increase  the  licence  duties.  He 
had,  it  is  true,  another  reason  for  his  action  in  the 
financial  benefit  which,  he  foresaw,  would  accrue  to 
the  brewer  from  the  substitution  of  the  beer  duty  for 
the  malt  tax,  and  especially  from  the  concession  of 
the  "  free  mash  tun."  As  he  reminded  the  House 
of  Commons,  "  I  think  it  will  be  admitted  that 
we  are  going  to  cheapen,  and  I  have  no  doubt  the 
effect  will  be  to  cheapen,  the  price  of  two  kinds 
of  alcoholic  liquor ;  and  therefore  I  think  this  is  an 
appropriate* period  for  considering  whether  there  might 
not  be  some  increase  in  the  charge  for  selling  them." 

The  chief  motive  for  the  increase  was,  however, 
that  which  the  Select  Committee  of  the  House  of 
Lords  had  advanced,  and  which  Mr.  Gladstone  held 
to  be  founded  "  on  reason,"  namely,  the  enhance- 
ment of  the  value  of  the  monopoly  which  had  resulted 
from  restrictive  legislation.  Speaking  in  the  House 
of  Commons  on  June  18,  1880,  Mr.  Gladstone  said: 
"  Parliament  has  been  busy  for  about  ten  years  in 
building  and  bolstering  up  monopolies,  in  adding  to 
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the  artificial  values  which  attach  to  property  invested 
in  public-houses,  and  which,  in  my  opinion,  are  by 
far  the  most  deadly  and  inveterate  enemies  with 
which  my  hon.  friend  (Sir  Wilfrid  Lawson)  has  to 
deal."  And  on  July  23  of  the  same  year,  he  ex- 
pressly identified  himself  with  the  principle  laid 
down  by  the  House  of  Lords'  Committee,  that  "  the 
value  of  public-houses  throughout  the  country  had 
been  largely  augmented  of  late  years  by  public 
legislation,"  and  that  therefore  "  Parliament  should 
lay  some  tax  upon  the  additional  value  which  by 
legislation  the  property  had  acquired."  Mr.  Glad- 
stone's scheme  was  not  built  upon  very  heroic  lines — 
indeed  in  its  original  form  it  proposed  to  stop  short 
at  a  maximum  rate  of  £30  for  all  houses  of  or  above 
£100  annual  value ;  but  as  it  finally  emerged  from 
Parliament  it  extended  the  range  of  duty  from  a 
minimum  of  £4  :  10s.  for  houses  under  £10  annual 
value  to  a  maximum  of  £60  for  houses  of  or  above 
£700  annual  value,  at  which  rates  the  duties  stand 
to-day.  Judged  solely  by  the  increase  of  range,  the 
new  duties  marked  an  important  advance  towards 
a  fiscal  basis,  but  the  increase  in  yield,  although 
amounting  to  nearly  50  per  cent,  added  less  than 
£400,000  to  the  national  revenue,  and  served  chiefly 
to  show  how  inadequate  the  former  duties  had  been. 
The  scale  as  it  left  Parliament  was  as  under  : — 


For  premises  — 

Rated  or  valued  under  £10      . 

.     £4 

10 

0 

,,               ,,        at  £10  and  under  £15     . 

6 

0 

0 

1)                             )!               51             15         ,1                 >!                  20 

8 

0 

0 
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ated  or  valued  at  £20  and  under 

£25     . 

£11 

0 

0 

>:                     >) 

25     „         „ 

30     . 

14 

0 

0 

j>                   11 

30     .,         „ 

40     . 

17 

0 

0 

11                            )» 

ii 

40     „         „ 

50     . 

20 

0 

0 

>)                  j) 

,, 

50     „         „ 

100     . 

25 

0 

0 

11                  11 

,, 

100     „         „ 

200     . 

30 

0 

0 

ii                  ii 

,. 

200     „ 

300     . 

35 

0 

0 

ii                  ii 

ii 

300     ,. 

400     . 

40 

0 

0 

ii                  ii 

ii 

400     „ 

500     . 

45 

0 

0 

ii                  ii 

,, 

500     „         „ 

600     . 

50 

0 

0 

n                  ii 

,. 

600     „         ., 

700  -  . 

55 

0 

0 

ii                  ii 

,, 

700  or  above 

60 

0 

0 

Publicans  keeping  their  premises  closed  the  whole  of 
Sunday,  or  closing  one  hour  sooner  than  required  on 
week-days,  were  required  to  pay  only  six-sevenths  of 
the  above  amounts  ;  publicans  doing  both  were  re- 
quired to  pay  only  five-sevenths. 

Special  provisions  were  made  for  (a)  hotels,  for 
which,  under  certain  conditions,  the  licence  was  not 
to  cost  more  than  £20  ;  (b)  restaurateurs  or  eating- 
house  keepers  not  keeping  an  open  bar,  who  were  not 
to  be"  charged  more  than  £30  ;  (c)  theatres,  for  which 
a  licence  was  not  to  cost  more  than  £20 ;  and  (d) 
passenger  vessels,  for  which  a  licence  costing  only  £5 
was  provided. 

Reviewing  the  situation  thirty  years  later,  it  is 
impossible  to  resist  the  conclusion  that  Mr.  Glad- 
stone's financial  proposals,  apart  from  other  defects, 
were  quite  inadequate.  As  he  himself  truly  said. 
they  were  "  not  of  a  very  large  financial  consequence." 
This  is  at  once  apparent  if  we  compare  the  average  sums 
paid  by  a  publican  in  England  and  Wales  before  and 
after  the  Budget  of  1880.      [n  the  year  ended  March 
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31,  1880,  the  year  immediately  preceding  Mr.  Glad- 
stone's Budget,  the  average  payment  for  publicans' 
licences  to  sell  beer,  wine,  and  spirits  was  £12:15:3. 
In  the  year  ended  March  31,  1881,  the  year  following 
Mr.  Gladstone's  Budget,  the  average  payment  for  a 
publican's  licence  was  £17:15:3.  The  difference, 
therefore,  represented  an  average  increase  of  £5  per 
licence.  Nothing  could  more  surely  justify  Mr. 
Gladstone's  statement  that,  in  devising  the  new  scale, 
"  nothing  in  the  sense  of  enormous  or  radical  change 
was  contemplated."  This  was  due  not  so  much 
to  an  excess  of  caution  as  to  an  unduly  restricted 
retrospect  and  a  quite  unusual  failure  to  investigate 
all  the  historical  causes  of  an  anomaly  to  which  he 
was  certainly  alive.  Mr.  Gladstone's  speeches,  both 
in  introducing  and  in  defending  his  scheme,  show  that 
his  retrospect  was  practically  restricted  to  a  period 
of  ten  years.  The  anomaly,  as  he  saw  it,  dated  from 
the  legislation  of  1869.  There  was  no  apparent 
perception  of  the  fact  that,  for  a  period  long  anterior 
to  that,  Parliament,  preoccupied  with  police  considera- 
tions, had  been  unwittingly  changing  the  character 
of  our  licensing  system,  and  had  materially  enhanced 
the  value  of  a  licence  without  pausing  to  consider  the 
compensation  due  to  the  State.  The  explanation  is 
probably  twofold.  In  the  first  place,  Mr.  Gladstone 
never  emancipated  himself  from  a  lifelong  attachment 
to  the  principle  of  "  free  trade  "  in  the  sale  of  alcoholic 
liquors,  and  this  attachment  unquestionably  influenced 
his  fiscal  treatment  of  the  licence-holder  throughout 
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his  official  career  as  Chancellor  of  the  Exchequer. 
Secondly,  it  must  be  remembered  that  Mr.  Gladstone's 
revision  of  the  licence  duties  in  1880  was  a  quite 
subordinate,  and  to  some  extent  an  incidental,  part 
of  larger  proposals  which  primarily  concerned  the 
manufacture  of  liquor.  Had  his  scheme  of  revision 
formed  a  central  part  of  the  Budget,  it  is  unlikely 
that  the  duties  would  have  been  so  inadequately 
treated,  or  that  the  investigation  into  the  historical 
causes  of  an  acknowledged  anomaly  would  have  been 
so  restricted  and  incomplete.  But,  however  explained, 
the  fact  remains  that  the  treatment  of  the  duties  in 
the  Budget  of  1880  was  quite  inadequate,  and  a  golden 
opportunity  was  lost  for  adjusting  anomalies  that 
were  serious  then  and  that  since  have  become  a  fiscal 
scandal. 


CHAPTER   IV 

INADEQUACY    OF    PRESENT    SCALE    OF    DUTIES 

The  entire  inadequacy  of  the  existing  taxation  is 
strongly  suggested  by  the  fact  that,  while  the  scale  of 
licence  duties  for  public-houses  ranges  from  a  minimum 
of  £4  :  10s.  to  a  maximum  of  £60,  the  average  duty 
for  seven-day  licences  in  England  and  Wales  is  only 
£22  :  7s.  This  is  accounted  for  by  the  circumstance 
that  very  few  seven-day  public-houses— 790  out  of  a 
total  of  nearly  60,000 — pay  the  maximum  duty. 

Seven -tenths  of  the  public-houses  in  England  pay 
a  licence  duty  of  from  £4  :  10s.  to  £25,  and  only 
three-tenths  pay  a  duty  exceeding  £25.  It  is  evident 
that  we  have  here  a  clue  to  one  great  cause  of  the 
excessive  supply  of  licensed  premises,  and  a  clue  also  to 
the  efficient  remedy.  If  our  licence  duties  were  placed 
upon  a  proper  fiscal  basis  and  the  publican  made  to 
contribute  a  just  equivalent  in  taxation  for  the 
lucrative  privilege  he  receives,  the  question  of  reduc- 
tion of  licences  would  automatically  solve  itself.  If 
it  be  objected  that  such  a  method  of  reduction  would 

be   arbitrary   and   unfair,   since   the   publican   is   nut 

so 
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himself  to  blame  for  the  excess  in  the  supply  of 
licences,  the  answer  is  clear.  That  objection  might 
be  pressed  if  the  policy  of  the  State  in  regard  to 
licensing  matters  had  been  consistent  throughout, 
and  if  the  privilege  to  sell  alcoholic  liquors  counted 
for  no  more  to-day  than  it  did,  say,  fifty  or  even 
twenty-five  years  ago. 

The  effective  answer  to  it  is  that  the  policy  of  the 
State  has  entirely  changed,  and  that,  while  it  has 
continued  the  licence  duties  upon  a  low  and  inadequate 
basis,  it  has  by  its  policy  and  action  considerably 
enhanced  the  value  of  the  privilege  conferred.  But, 
strangely  enough,  while  we  have  by  our  legislation 
and  administration  greatly  enhanced  the  value  of  all 
existing  licences,  and  given  prodigious  values  to  new 
licences,  we  have  never  adapted  our  taxation  to  the 
great  enhancement  of  value  which  has  taken  place  as 
a  result  of  this  action.  While  transforming  the  trade 
itself  into  a  still  closer  monopoly,  we  have  continued 
to  grant  licences  on  what,  even  in  1880,  was  a  totally 
inadequate  basis.  In  the  twenty -eight  years  that 
have  elapsed  since  1880,  licences  have  enormously 
increased  in  value,  but  the  duties  have  remained 
precisely  as  Mr.  Gladstone  then  left  them.  The  total 
yield  of  the  duties  is,  of  course,  greater  than  it  was 
twenty-eight  years  ago  owing  to  the  enhancement  of 
rateable  values ;  but  for  the  whole  of  the  public- 
houses  in  the  kingdom,  the  increased  yield  from 
this  cause  amounts  to  only  £260,000  per  annum. 
Indeed,  notwithstanding  this  increase  in  the  aggregate 
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receipts  from  publicans'  licence  duties  since  1880,  the 
amount  of  revenue  derived  from,  them  is,  relatively 
to  the  population,  less  than  it  was  twenty-eight  years 
ago.  In  1881  the  total  proceeds  of  the  duties  in  the 
United  Kingdom  were  equivalent  to  £41  per  1000  of 
the  population,  whereas  in  1908  the  total  proceeds 
were  equivalent  to  but  £39  per  1000  of  the 
population.1 

Intensifying  the  Monopoly 

Few  people  have  a  clear  conception  of  the  enormous 
increase  in  the  value  of  public-house  property  during 
the  last  twenty -eight  years.  It  has  been  brought 
about  partly  by  speculative  investments  on  the  part 
of  competing  brewers,  but  is  principally  due  to  the 
action  of  the  community  in  restricting  the  number 
of  licences.  The  former  cause,  indeed,  was  strictly 
an  effect  of  the  latter.  Speculative  investments 
followed  upon  a  restriction  of  the  area  of  competition. 
The  extent  of  this  restriction  is  seen  in  a  com- 
parison of  the  number  of  licences  issued  in  the 
year  ending  March  31,  1881 — the  year  immediately 
following  Mr.  Gladstone's  revision  of  the  duties — and 
in  the  year  ending  March  31,  1908.  In  the  former 
year  (1881)  the  total  number  of  publicans'  licences 
issued  in  England  and  Wales  was  68,632,  or  2 '6 
per    1000    of   the   population.      In    the   latter   year 

1  In  England  and  AVales  the  proceeds  of  the  publicans'  licence  duties 
represented  £47  per  1000  of  the  population  in  1881,  and  only  £41  per  1000 
of  the  population  in  1908. 
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(1908),  the  total  number  of  publicans'  licences  issued 
was  only  65,191,  or  1*8  per  1000  inhabitants. 
Taking  the  whole  of  the  United  Kingdom,  the  number 
of  publicans'  licences  fell  during  the  same  period  from 
96,727  (or  2'8  per  1000  inhabitants)  to  89,493  (or 
2'0  per  1000  inhabitants),  a  decrease  of  7*5  per  cent. 
The  estimated  national  expenditure  on  alcohol,  on  the 
other  hand,  rose  from  £145,538,000  in  1881  to 
£167,016,200  in  1907,  an  increase  of  nearly  15  per 
cent.  That  is  to  say,  with  7234  fewer  public- 
houses,  there  was  an  increased  drink  expenditure  of 
£21,478,200. 

It  follows,  therefore,  that  the  possession  of  a  pub- 
lican's licence  is  a  much  more  lucrative  privilege  at 
the  present  time  than  it  was  twenty-eight  years  ago, 
and  yet,  despite  this  fact,  the  scale  of  licence  duties 
has  not  been  raised,  but  is  precisely  what  it  was  in 
1880.  The  unsatisfactoriness  of  the  position  is  clearly 
exposed  by  examining  the  experience  of  London. 
Between  1890 — the  first  complete  year  after  the 
passing  of  the  Local  Government  Act,  which  created 
the  administrative  county  of  London — and  1908, 
the  number  of  '  on '  licences  (i.e.  public-houses  and 
beer-houses)  declined  by  no  fewer  than  929.  Of 
these  929  licences,  499  represented  public -houses 
and  430  beer-houses.  Meantime  the  population  had 
increased  by  about  600,000  persons. 

No  one  claims  that  the  suppression  of  these  499 
public-houses  and  430  beer-houses  has  materially 
diminished   the   amount  of  liquor  sold   in   London. 
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On  the  contrary,  it  is  admitted  that  the  trade  of  the 
suppressed  houses  has  for  the  most  part  been  diverted 
to  the  remaining  houses,  thereby  enhancing  their 
profits  without  compensation  to  the  ratepayers,  who, 
owing  to  the  well  -  intentioned  but  questionable 
policy  of  the  County  Council,  have  paid  and  sacri- 
ficed a  total  sum  of  £344,550  for  the  suppression  of 
139  of  the  extinguished  licences.1  The  writers  fully 
recognise  the  value  of  the  Council's  action  as  a 
protest  against  an  excessive  supply  of  public-houses 
which  it  is  powerless  otherwise  to  reduce,  but  they 
cannot  believe  that  the  actual  result  achieved  by  the 
slight  curtailment  of  competition  is  sufficient  to 
justify  the  heavy  cost  to  the  ratepayers.  The 
purchase  of  licences  for  purposes  of  reduction  should, 
in  their  opinion,  be  deferred  until  the  economic  check 
of  adequate  taxation  has  been  applied,  or  until 
powers  have  been  obtained  to  tax  the  survivors  for 
the  enhanced  value  of  the  remaining  licences. 

The  reduction  of  a  few  licences  is  far  from  a  panacea 
for  a  great  social  evil,  and  where,  as  now,  it  aggravates 
an  outstanding  financial  anomaly,  it  should  not  be 
proceeded  with  apart  from  a  drastic  scheme  of  re- 
vision of  the  licence  duties.  Such  a  course  would 
safeguard  the  interests  of  the  ratepayer,  while  it 
would  in  no  way  prejudice  the  interests  of  temperance. 
On  the  contrary,  it  would  advance  those  interests  by 
applying  an  economic  check  to  the  supply  of  public- 
houses   which    has    hitherto   been    absent   from   our 

1  The  figures  include  all  cases  up  to  August  1908. 


PLATE  II. 

The  enhancement  of  the  publicans'  monopoly  in 
London  since  1890,  by  the  growth  of  population 
and  by  a  decline   in   the    number   of    public-houses. 


Ratio  of  Publicans' 

Licences  to  Population. 

London. 


o 

CO 


K. 


CO 


-5 


1890. 


1908. 


iv       INADEQUACY  OF  PRESENT  DUTIES     35 


licensing  arrangements,  and  the  lack  of  which  has 
led  to  the  present  excess. 

Nothing  is  more  striking  in  this  connection  than 
the  experience  of  the  United  States.  In  the  following 
table  we  are  able  to  give  a  summary  of  information, 
representing  the  results  of  more  than  three  years  of 
careful  and  sustained  inquiry,  which  appears  to  put 
the  matter  of  the  relation  between  taxation  and  the 
supply  of  public -houses  beyond  question  or  doubt. 
It  gives  particulars  of  122  out  of  a  total  of  135  towns 
and  cities  in  the  United  States  having  a  population 
at  the  last  census  of  over  30,000.  The  towns  are 
grouped  according  to  the  rate  of  licence  duty  charged, 
and  the  table  shows  conclusively  that  the  number  of 
liquor  licences  per  1000  of  the  population  varies  in 
the  most  marked  way  with  the  rate  of  duty  charged : — 


Average  rate  of  Licence  Duty. 

No.  of  Towns 
in  Group. 

Average  number  of 

Retail  Licences  per  1000 

of  Population. 

Over  £300     . 
£200  to  £300 
£150  „  £200 
£100  „  £150 
£50  to  £100. 
Under  £50     . 

13 
18 
11 
39 
36 
5 

10 
1-8 
3  4 
34 
4-1 
5-7 

With  the  rates  themselves  we  shall  have  occasion 
to  deal  later.  For  the  present  we  give  the  table 
merely  to  establish  the  fact  of  a  direct  relation 
between  the  scale  of  duty  and  the  number  of  licences 
taken  out,  and  to  illustrate  our  contention  that  it  is 
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in  this  direction  that  temperance  reformers  need  to 
look  when  seeking  to  reduce  the  present  excessive 
number  of  licensed  houses.  While  we  are  spending 
time  and  effort  and  money,  and  incurring  great  risks, 
in  our  endeavour  to  secure  a  reduction  of  licences, 
we  could  easily  effect  a  greater  reduction  than  the 
most  ardent  temperance  reformer  anticipates  by  a 
simple  but  just  revision  of  our  licence  duties.  On 
the  other  hand,  to  seek  to  reduce  licences  apart  from 
such  a  revision  of  the  licence  duties  is  to  ignore  the 
principles  of  sound  finance  and  to  outrage  public 
equity. 

Increased  Size  of  Public-Houses 

The  intensification  of  the  monopoly  which  has 
resulted  from  legislative  and  administrative  action 
during  the  last  twenty-five  years,  assisted  as  it  has 
been  by  the  growth  of  population  and  consequent 
increase  in  the  consumption  of  alcohol,  has  had  two 
inevitable  effects.  In  the  first  place,  it  has  led  to  a 
great  increase  in  the  size  of  public-houses ;  and,  in 
the  second  place,  to  a  great  enhancement  of  licence 
values.  While  licensing  authorities  and  temperance 
workers  have  been  busy  restricting  the  number  of 
public-houses,  the  enterprise  of  the  trade  and  public 
demand  have  led  to  important  changes  in  their  size 
and  structural  arrangements,  so  that  one  house  may 
sometimes  be  approached  on  three  sides,  and  by  five, 
six,  or  even  more,  separate  entrances,  each  of  these 
entrances   in    turn    admitting   to   numerous   smaller 
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compartments  or  bars.  The  reduction  in  numbers 
has  affected,  for  the  most  part,  the  smaller  and  least 
profitable  houses  only,  but  these  have  been  largely 
replaced  by  huge  "  gin  palaces,"  capable,  both  by 
attractiveness  and  accommodation,  of  greatly  extended 
sales. 

Some  idea  of  the  change  that  is  taking  place  in  the 
size  and  character  of  public-houses  in  the  country  can 
be  gathered  from  the  fact  that  in  England  and  Wales, 
no  fewer  than  11,955  public-houses  of  less  than  £25 
annual  value,  or  nearly  one-half  (47  per  cent)  of  the 
whole,  disappeared  between  1883  and  1908  ;  while  of 
those  rated  at  between  £25  and  £40,  690  disappeared.1 
In  every  other  grade  of  the  scale  there  was  a  progressive 
increase,  the  ratio  of  increase  rising  with  each  ascent 
in  the  scale  until,  for  houses  rated  at  between  £600 
and  £700,  it  amounted  to  455  per  cent.  The  causes 
that  have  chiefly  operated  to  bring  about  this  change 
have  been  (1)  the  refusal  of  magistrates  to  renew  the 
licences  of  houses  where  the  trade  was  small  or  the 
premises  obviously  unfit ;  (2)  the  enlargement  and 
improvement  of  houses  purchased  by  brewers  ;.(3)  the 
policy  of  "  surrenders,"  under  which  brewers  have 
been  allowed  to  offer  old  and  comparatively  valueless 
licences  in  exchange  for  a  new  licence  for  premises  of 
high  rateable  value.  The  point  of  the  change  lies, 
however,  in  the  fact  that,  while  it  has  greatly 
enriched  the  trade,  it  has  been  accompanied  by  no 

1  Not  all  of  these  licences  were  actually  suppressed.  In  some  cases 
enlargements  and  re-assessments  caused  them  to  be  transferred  to  higher 
grades  of  annual  value. 
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adequate  or  equivalent  financial  benefit  to  the  com- 
munity. It  is  true  that  the  increase  in  rateable 
values  has  led  to  a  small  increase  in  the  average 
rate  of  licence  duty  and  in  the  aggregate  revenue 
from  publicans'  licences ;  but  this  has  been  com- 
paratively slight,  and,  under  the  existing  conditions 
of  assessment,  and  especially  under  the  existing  in- 
equalities of  incidence,  the  automatic  increment  of 
revenue  from  this  cause  cannot  be  great.  More- 
over, it  ceases  to  operate  at  a  low  limit  (i.e.  £700 
annual  value),  and  so  does  not  touch  the  houses  which 
it  is  most  necessary  to  reach.  The  present  scale  of 
licence  duties  stops  short  at  a  maximum  duty  of  £60 
for  houses  of  £700  annual  value,  so  that  as  soon  as 
a  public-house  attains  to  that  limit,  it  is  liable  to  no 
further  taxation,  and  the  law  of  automatic  increment 
ceases  to  operate.  When  we  remember  that  between 
1883  and  1908  the  number  of  houses  of  this  class 
increased  by  676,  or  285  per  cent,  the  seriousness 
of  the  limitation  is  seen. 

Increase  in  Licence  Values 

We  have  direct  evidence  of  the  result  of  this  im- 
provident policy  in  the  prices  realised  by  licensed 
property  in  recent  years  as  compared  with  thirty 
years  ago.  According  to  evidence  which  we  have 
given  elsewhere,1  the  value  of  licensed  property 
in  London  increased  fourfold  within  twenty -five 
years,  while  it  is  six   times  as  great  as  it  was  in 

1   The  Temperance  Problem  and  Social  Reform. 
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1850.  Mr.  Charles  Booth,  in  referring  to  this  in- 
crease, says  : l  "  The  signs  of  prosperity  in  the  drink 
trade  have  been  patent  during  recent  years,  and  were 
especially  so  between  the  dates  of  1897  and  1900.  .  .  . 
Astonishing  prices  are  mentioned  as  having  been  paid 
at  about  this  period ;  £20,000,  £30,000,  and  £40,000 
quite  commonly,  while  £50,000,  £60,000,  £70,000, 
and  even  in  one  or  two  instances  as  much  as  £90,000 
have  been  given.  Comparisons  are  drawn  between 
present  and  past  values,  showing  extraordinary  ad- 
vances, almost  beyond  expression  by  percentage,  as 
'  twenty  years  ago  £3000,  last  year  £27,000.'  " 

In  Birmingham,  according  to  Mr.  Joseph  Chamber- 
lain, the  increase  has  been  even  greater.  Speaking 
on  October  14,  1901,  he  stated  that  the  market 
value  of  the  licensed  houses  in  Birmingham  in  1876 
was  £900,000,  but  that  now  (i.e.  1901)  "six  times 
that  sum  wrould  not  buy  them."  Part  of  this 
increase,  and  especially  that  which  took  place  in  the 
early  nineties,  has  been  due  to  speculative  investment 
on  the  part  of  the  trade ;  but  a  large  part  of  it  has 
arisen  solely  from  the  policy  of  the  State  in  restricting 
the  number  of  licences. 

It  is  almost  incredible  that  no  legislative  notice 
has  been  taken  of  this  vast  increase  in  the  value  of 
liquor  licences,  but  that  for  twenty -nine  years  the 
State  has  been  content  to  continue  the  duties  at  the 
low  rates  at  which  they  stood  in  1880. 

It  is  true  that  the  Act  of  1904  put  an  end  to  the 

\  Life  and  Labour  in,  London,  final  vol.  p.  97. 
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irrational  practice  of  presenting  new  licences  of  great 
value  to  the  trade  in  return  for  a  merely  nominal 
payment,  and  requires  the  licensing  justices,  on  the 
grant  of  new  licences,  to  impose  such  conditions  as 
they  shall  "  think  best  adapted  for  securing  to  the 
public  any  monopoly  value  which  is  represented  by 
the  difference  between  the  value  which  the  premises 
will  bear,  in  the  opinion  of  the  justices,  when  licensed, 
and  the  value  of  the  same  premises  if  they  were  not 
licensed  "  ;  but  it  leaves  untouched  the  rates  of  duty 
paid  by  existing  licensees.  Still,  it  is  something 
gained  to  have  secured,  even  for  new  licences  only,  a 
long-delayed  statutory  sanction  of  the  principle  that 
the  public  is  entitled  to  monopoly  values  which 
accrue  from  its  own  action  and  gift.  Equity  and 
logic  must  presently  compel  similar  acknowledgment 
of  the  principle  in  the  case  of  all  existing  licences. 

The  Reduced  Cost  of  Brewing  since  1880 

So  far  we  have  dealt  only  with  the  changes  in 
law  and  administration  which,  by  limiting  competi- 
tion in  the  face  of  a  growing  population,  and  a 
consequent  greatly  increased  demand  for  alcohol, 
have  considerably  enhanced  the  value  of  a  publican's 
licence.  No  survey  of  the  question  would,  how- 
ever, be  complete  or  just  which  left  out  of  account 
the  effect  of  the  important  concessions  which  were 
made  to  the  brewers  in  1880,  when  the  beer  duty 
was  substituted  for  the  Malt  Tax.  Their  importance 
in  the  present  argument  is  clear.     A  decline  in  the 
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cost  of  production  benefits,  first,  the  manufacturer ; 
secondly,  the  distributor  or  retailer ;  and  thirdly  (in 
the  case  of  an  ordinary  or  non-monopolised  trade), 
the  consumer,  who  is  usually  able  to  buy  the  com- 
modity at  a  reduced  price.  In  the  present  instance 
no  advantage  has  accrued  to  the  consumer,  who  pays 
at  least  as  much  for  his  beer  as  he  paid  in  1880.  It 
follows,  therefore,  that  the  whole  advantage  has  been 
reaped  by  the  brewer  and  retailer,  who,  owing  to  the 
growth  of  the  tied-house  system,  tend  to  become  the 
same  person.  The  benefits  have  been  of  so  substantial 
a  character  that  they  must  be  considered  in  estimating 
the  defects  in  our  fiscal  treatment  of  the  publican. 

The  present  beer  duty,  as  is  generally  known, 
only  dates  from  1880.  In  that  year  Mr.  Gladstone 
abolished  the  then  existing  taxes  on  malt  and  sugar 
«ised  in  brewing,  and  placed  the  duty  on  the  finished 
article.  He  repealed  at  the  same  time  the  duty  on 
maltsters,  and  substituted  for  the  brewer's  high 
licence  duty  of  12s.  6d.  for  every  fifty  barrels  of  beer 
brewed,  a  nominal  licence  duty  of  £1  per  annum 
chargeable  on  all  brewers  irrespective  of  the  quantity 
brewed.  When  Mr.  Gladstone  first  laid  his  proposals 
before  Parliament  he  "estimated  the  permanent  benefit 
to  the  Revenue  at  £300,000  a  year,  but  this  estimate 
was  based  on  a  proposal  to  fix  the  standard  specific 
gravity  of  the  worts1  at  1055°.  The  brewers  argued 
so  strongly  that  the  Revenue  would  gain  more  than 

1  Worts  are  the  produce  of  the  operation  of  mashing  grain  or  dissolving 
sugar  with  hot  water. 
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was  expected  if  this  standard  were  adopted,  that  Mr. 
Gladstone  subsequently  gave  way  and  raised  it  to 
1057°  in  accordance  with  their  wishes.1  Experience, 
in  the  opinion  of  the  Commissioners  of  Inland  Revenue, 
proved  that  Mr.  Gladstone  was  "  quite  correct  in  his 
original  calculation."  "  We  reckon  somewhat  roughly," 
they  stated  in  1885,  "  that  each  degree  (of  gravity)  is 
worth  £150,000  per  annum,2  and  that  the  concession 
of  two  degrees  to  the  brewers  was  a  concession  of  the 
£300,000  which  it  was  at  first  anticipated  that  the 
Revenue  would  gain.  Our  conclusion  is,  therefore, 
that  the  beer  duty  is  no  more  than  exactly  equivalent 
to  the  taxes  for  which  it  has  been  substituted."  3 

But  the  change,  if  unremunerative  to  the  Revenue, 
conferred  important  benefits — direct  and  indirect — 
upon  the  brewers,  although,  characteristically  enough, 
they  preferred  to  represent  it  publicly  as  "a  heavy 
blow  to  the  trade  I "  In  the  first  place,  by  repealing 
the  malt  duty,  it  abolished  a  number  of  Excise 
restrictions  and  interferences  with  the  processes  of 
manufacture  which  had  long  been  a  grievance  with 
the  trade,  and  the  cost  of  which  they  had  formerly 
estimated  at  Is.  9-|d.  per  quarter  of  malt,  and  which 
Mr.  Gladstone  estimated  at  Is.  'per  quarter.  Hence- 
forward there  was  to  be  no  interference  of  the  kind. 

1  Nine  years  later  it  was  reduced  to  Mr.  Gladstone's  original  standard  of 
1055°  by  Mr.  Goschen. 

2  Each   degree  of  gravity   is  now    (1908)   worth    a   sum   of  £250,000 
(£249,259)  per  annum. 

3  2Sth  Report  of  the  Commissioners  of  Inland  Revenue,  p.  19. 
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The  "Free  Mash-Tun" 

Secondly,  what  is  known  as  the  "  free  mash-tun  " 
was  also  conceded.  The  old  restrictions  as  to  materials 
were  abolished.  The  brewer  was  left  free  to  brew 
from  what  he  pleased,  and  given  a  perfect  choice  both 
of  his  material  and  his  methods.  The  effect  of  all 
these  liberations  was,  as  Mr.  Gladstone  pointed  out, 
"  to  open  up  new  supplies  and  new  capabilities  of 
application  of  which  previously  nobody  ever  dreamed." 
It  had  one  considerable  effect  in  securing  brewers 
against  fluctuations  in  profits  caused  by  fluctuations 
in  the  price  of  certain  materials.  A  brewer  brewing 
solely  from  malt,  hops,  and  sugar  would  naturally 
be  affected  by  fluctuations  in  the  price  of  any  one 
of  these  materials,  but  with  liberty  allowed  him  to 
use  substitutes,  he  was  practically  master  of  the 
situation. 

If  malt  were  dear,  he  could  replace  it  by  the  free 
use  of  brewing  sugars.  If  hops  were  dear,  he  could 
use  less  or  replace  with  substitutes ; *  and  brewing 
sugars  when  dear  could  be  replaced  by  maize,  rice, 
sago,  or  any  similar  material  that  happened  to  be 
abundant  and  cheap.  In  a  well-managed  brewery, 
therefore,  there  is  no  longer  any  probability  of  wide 

1  The  actual  quantity  of  hop  substitutes  used  in  brewing  is  relatively 
small.  For  the  three  years  ended  September  30,  1907,  the  total  quantity  used 
averaged  only  34,290  lbs.  per  year.  The  proportion  of  hops  used  in  brewing 
has  nevertheless  largely  declined  since  1880,  and  it  is  said  {Report  of  the  Select 
Committee  on  the  Hop  Industry,  1908)  that  "brewers  now  use  25  to  30  per 
cent  less  hops  in  brewing  the  same  amount  of  beer  than  they  did  thirty  years 
ago."  Further,  "the  advent  of  cold  storage  has  effected  an  adjustment 
between  years  of  plethora  and  years  of  scarcity,  with  the  resultant  etFect 
upon  prices."     (Ibid.) 


44     TAXATION  OF  THE  LIQUOR  TRADE     oh. 

fluctuations  in  profit,  even  if  certain  materials  happen 
to  be  selling  at  temporarily  enhanced  prices.  The 
effect  of  the  change  in  the  conditions  of  brewing  can 
be  judged  from  the  following  figures,  which  give  an 
analysis  of  the  materials  (other  than  hops)  used  in 
brewing  in  the  last  year  of  the  old  system  and  in 
1907  :— 


Materials  used  in  Brewing  in  United  Kingdom 


Rice,  Rice 

Grits,   Flaked 

Sugar, 

Year 

Un- 

Rice,  Maize 

including  its 

ending 

Malt. 

malted 

Grits,  Flaked 

Sugar. 

equivalent 

Sept. 

Corn. 

Maize,  and 

ot  Syrups, 

30. 

other  similar 

Glucose,  and 

Preparations. 

Saccharum. 

Bushels. 

Bushels. 

•   Cwts. 

Cwts. 

Cwts. 

1880 

55,850,790 

1,320,590 

1907 

52,063,073 

96,764 

1,256,905 

... 

2,859,399 

The  significance  of  the  figures  is  plain.  Despite 
an  increase  in  production  of  between  four  and  five 
million  barrels  of  beer,  the  amount  of  malt  used  in 
brewing  in  1907  was  actually  less,  by  3,787,717 
bushels,  than  in  1880,  the  year  prior  to  the  operation 
of  the  "free  mash-tun";  the  difference  being  accounted 
for  by  the  use  of  96,764  bushels  of  unmalted  corn, 
1,256,905  cwts.  of  rice,  maize,  etc.,  and  considerably 
more  than  double  the  quantity  of  sugar  and  its 
equivalents. 

Mr.  Gladstone,  in  making  the  change,  did  not 
attempt  to  "  put  a  money  value  "  upon  the  ad  van- 


PLATE  IV. 

The    increased    use    of    substitutes    for   malt   in  the 
manufacture  of  beer  in  the  united  kingdom  since  l88o 


Sugar, 
1 ,320,590  cwts. 


Malt, 
20,944,046  cwts. 


Sugar  and 
Glucose, 
2,859,399  cwts. 


Rice  and  Maize, 
1,256,905  cwts. 


'Unmalted  Corn, 
"  36286  cwts. 


Malt, 
19,523,652  cwts. 


1880. 


1907. 
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tage  resulting  to  the  brewer  from  a  free  choice  of 
materials,  "  although  he  thought  it  could  not  be 
denied  it  was  a  great  benefit.  It  was  a  benefit  that 
had  a  money  value,  although  hon.  gentlemen  [i.e.  the 
brewers  in  Parliament]  would  not  admit  that  that  was 
the  case.  He  had  never  known  any  trade  affected 
by  important  legislation,  imposing  any  fiscal  change, 
that  would  allow  that  they  obtained  any  advantage."  * 
The  result  has  certainly  justified  Mr.  Gladstone's 
view  of  the  benefit  conferred  upon  the  trade,  even 
though  his  further  expectation  of  a  direct  benefit  to 
the  consumer  in  the  form  of  cheaper  beer  has  not 
been  realised.  The  "free  mash-tun"  has  unquestion- 
ably cheapened  the  cost  of  production  and  led  to 
improved  methods  of  economical  manufacture,  which 
have  concentrated  the  brewing  interest  in  fewer 
hands  and  left  a  larger  margin  of  profit  than  was 
attainable  formerly  by  the  smaller  brewers. 

The  Cheapening  of  Materials 

The  good  fortune  of  the  liquor  trade  did  not  end 
in  1880.  Since  that  date  it  has  reaped  in  an  especial 
degree  the  benefits  of  that  cheapening  of  the  cost  of 

1  Outside  Parliament  the  brewers  were  more  candid.  Mr.  Arthur  Bass, 
M.P.,  when  presiding  at  the  Anniversary  Festival  of  the  Licensed  Vic- 
tuallers' School,  on  June  15,  1880,  said  :  "  By  the  transfer  of  the  Malt  Tax 
the  brewer  will  be  at  liberty  to  use  all  kinds  of  substitutes,  and  there  is  no 
question  that  raw  maize  and  raw  grain  will  to  a  very  large  extent  take 
the  place  of  barley;  it  will  have  a  larger  staroh-producing  power,  and  so 
displace  the  commoner  sorts  of  barley.  Not  only  that,  it  will  have  a 
tendency  to  bring  down  the  price  of  the  higher  and  better  qualities." 
He  made  it  plain,  however,  that  it  would  not  be  the  consumer  who  would 
benefit  by  the  change. 
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materials  which  has  been  so  striking  a  feature  of  the 
commerce  of  the  last  thirty  years.  As  Sir  William 
Harcourt  pointed  out  in  his  defence  of  the  Finance 
Bill  in  1894  :  "  The  amount  of  duty  is  a  small  thing 
as  compared  with  the  cost  of  materials,  and  the  great 
fall  in  the  price  of  materials  has  not,  moreover,  been 
met  by  a  corresponding  decrease  in  the  price  to  the 
consumer.  It  must,  therefore,  have  gone  into  the 
pockets  of  the  brewers.  They  have  used  cheaper 
materials,  their  old  materials  have  become  less  ex- 
pensive ;  they  have  used  the  substitutes  referred  to 
by  the  hon.  member  in  largely  increased  quantities ; 
while  all  the  old  materials  have  fallen  in  price,  they 
have  been  able  to  employ  new  materials  which  are 
cheaper  still ;  and  the  result  of  all  this  has  been  that 
these  great  profits  have  been  made." 

Some  idea  of  the  benefit  which  the  liquor  trade 
has  received  from  this  reduction  in  the  cost  of  raw 
materials  may  be  gathered  from  the  following  table. 
In  order  to  eliminate  as  far  as  possible  temporary 
fluctuations  in  prices,  such  as  sometimes  disturb  the 
figures  for  single  years,  we  have  averaged  the  prices 
for  quinquennial  periods  : — 


[Table 
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Table  showing  the  Decline  in  the  Price  op  Raw 
Materials 


Barley, 
British. 

Barley, 
Imported. 

Maize.1 

Rice.1 

Sugar, 
Raw. 

Quinquennial  Period. 

Gazette 
Price  per 
Quarter. 

Price  per 
Cwt. 

Price  per 
Cwt. 

Price  per 
Cwt. 

Price  per 
Cwt. 

1857-61 

s.        d. 
36      7 

s.       d. 
8      3 

8.      d. 
7      5 

s.        d. 
11      6 

*.         d. 

27      8 

1862-66 

33      2 

7      5 

6      4 

12      7 

22      5 

1867-71 

38      8 

8    10 

7      9 

11      8 

23      4 

1872-76 

39      3 

8      6 

7      4 

9      8 

22    11 

1877-81 

35      9 

8      3 

6      0 

9    10 

2  2      2 

1882-86 

30      1 

6      5 

5    11 

7    11 

16      9 

1887-91 

27      2 

5    11 

5      2 

8      2 

13      4 

1892-96 

24      3 

5      1 

4      7 

7    10 

11    10 

1897-1901 

25      3 

5      7 

4      2 

8      2 

9    10 

1902-1906 

23   10 

5      6 

5      0 

8      3 

9      4   1 

The  above  figures  speak  for  themselves,  but  it  is 
important  to  recall  that  when,  in  1894,  the  liquor 
trade  was  inveighing  against  the  increase  in  the  beer 
and  spirit  duties  then  imposed,  the  price  of  raw 
material  used  in  beer  had  fallen  to  a  point  lower 
than  any  man  then  living  could  remember.  As  it 
was  pointed  out  in  The  Statist,  "  although  other 
expenses  have  materially  altered,  it  cannot  be  con- 
sistently disputed  that  the  net  profit  on  brewing  is 
greater  now  than  ever  before,  and  will  continue  so 
long  as  the  cost  of  producing  stands  at  only  40  per 
cent  or  less  of  the  net  sale  price.  The  public,  and 
nearly  all  consumers,  pay  just  the  same  now  that  the 
cost  of  production  is  so  low  as  at  other  times  when 
it  was  much  higher." 

1  Maize  and  rice  were  not  available  for  brewing  prior  to  1880. 
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This  last  fact  is  on (3  of  the  most  striking  and 
important  in  the  whole  set  of  facts  which  have  to 
be  considered  in  the  discussion  of  this  question.  In 
every  other  industry  the  consumer  would  have 
benefited  immediately  from  the  cheapening  of  the 
processes  of  manufacture,  and,  especially,  from  re- 
duction in  the  price  of  materials ;  but  in  the  case  of 
this  industry  the  public  has  gained  nothing  from  the 
change.  Prices  have  been  maintained.  Ordinary 
economic  forces  have  been  arbitrarily  restrained  by 
the  fact  that  the  trade  is  a  close  monopoly. 

It  may,  however,  be  urged  that,  in  estimating  the 
increased  profits  of  the  trade,  we  have  taken  no 
account  of  the  increase  in  taxation  since  1880.  The 
reason  can  be  easily  stated.  The  increased  taxation 
has  been  paid  not  by  the  trade,  but,  as  we  show  in  a 
later  chapter,  by  the  consumer.  It  cannot,  therefore, 
be  admitted  as  even  a  partial  offset  against  the 
considerable  financial  advantages  reaped  by  the  trade 
since  1880. 

The  simple  truth  is  that  since  1880,  as  throughout 
the  entire  period  of  our  legislative  and  administrative 
dealings  with  the  liquor  trade,  we  have  so  ordered 
our  policy  as  to  ensure  the  continuous  enrichment 
of  the  trade  without  corresponding  benefit  to  the 
community.  Action  has  been  taken  in  the  supposed 
interests  of  sobriety  and  public  order  without  regard 
to  inevitable  financial  effects  which  could,  and  should, 
have  been  foreseen.  To  have  appreciated  those 
financial  consequences  would  not  have  detracted  in 


PLATE    V. 

The  decline  in  the  market  price  of  raw  materials  used 
in  brewing  from   1 85  7  to   1906. 
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1862 

1887 

to 
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1861 
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1872        1877       1882  1887 
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1876       1881       1886  1891 
YEARS. 


1S92        1897    1902 

to  to        to 

1896       1901     1906 


NOTE — Rice  and  Maize  were  not  available,  for  brewing  prior  to  1880. 
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the  smallest  way  from  the  moral  and  social  results 
aimed  at.  On  the  contrary,  attention  to  them  would 
have  subserved  temperance  ends  by  making  some 
subsequent  legislation  unnecessary  and  the  remainder 
more  effective.  Difficult,  and  often  costly,  reduction 
schemes  would  have  been  made  unnecessary  if  the* 
economic  check  of  adequate  taxation  had  been 
applied  ;  while  the  State  would  have  received  a  large 
and  just  addition  to  its  revenue.  The  absence  of 
the  economic  check  in  the  very  early  stages  of  our 
licensing  history  is,  of  course,  intelligible.  It  would 
have  been  out  of  place  in  a  system  of  virtual  free 
trade.  But  from  the  time  when  the  social  effects  of 
the  traffic  turned  the  mind  of  the  legislature  increas- 
ingly  in  the  direction  of  restriction,  it  should  have 
been  progressively  applied.  Eestriction  involved 
monopoly,  and  monopoly,  in  the  measure  in  which 
it  became  stringent,  involved  the  progressive  enhance- 
ment of  the  privilege  of  a  licence  and  the  increasing 
enrichment  of  the  publican. 

In  view  of  all  the  facts,  revision  and  increase  of 
the  licence  duties  cannot  in  equity  be  longer  delayed. 
It  is  "  the  business  of  the  Chancellor  of  the  Ex- 
chequer," as  the  Spectator  has  pointed  out,  "  to  stop 
this  waste,"  and  to  "divert  into  the  Treasury  money 
now  literally  thrown  at  the  heads  of  possessors  of 
existing  licences."  "  Our  refusal  to  adopt  the  high 
licence  system,"  as  the  same  journal  points  out,  "  is 
utterly  unreasonable." 

The  matter  is  one  of  national  rather  than  of  party 
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importance,  and  it  cannot  be  overlooked  in  any- 
wise and  comprehensive  attempt  to  reorganise  the 
bases  of  taxation.  A  settlement  of  it  must  form  a 
part  of  any  satisfactory  scheme  for  the  readjustment 
of  national  and  local  finance. 


CHAPTER    V 


THE    BASIS    OF   THE    DUTIES 


Something  more,  however,  than  an  increase  of  the 
duties  is  needed.  The  present  scale  of  taxation  is 
defective  not  only  because  it  is  inadequate,  but  also 
because  it  is  anomalous. 

The  present  basis  of  the  publican's  licence  duty  is 
annual  value  ;  that  is,  "  the  rent  which  a  hypothetical 
tenant  may  reasonably  be  expected  to  give  for  the 
privilege  of  occupying  the  property."  Originally, 
the  amount  charged  was  a- fixed  sum,  but  in  1787 
Mr.  Pitt  adopted  the  principle  of  a  rent  value  for 
the  publican's  spirit  licence,  and  in  1816  the  same 
principle  was  applied  to  the  publican's  beer  licence. 
In  1880,  when  the  present  'full'  licence  was  created, 
the  rent  basis  was  continued. 

It  is  clear  from  Mr.  Pitt's  own  words  that  in 
choosing  this  basis  he  was  governed  by  the  belief 
that  the  rent  value  offered  the  most  equitable  basis 
of  taxation ;  but  experience,  especially  under  the 
developments  of  the  "  tied  "-house  system,  has  abun- 
dantly shown  that  this  is  not  so,  owing  to  the  facts, 

51 
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first,  that  there  is  no  necessary  or  exact  correspond- 
ence between  annual  rental  value  and  the  amount 
of  trade  done  in  particular  premises  ;  and,  second, 
because  in  the  absence  of  uniform  principles  and 
methods  of  valuation,  assessments  for  rating  pur- 
poses do  not  in  many  cases  fully  represent  the  value 
of  the  licence. 

It  is  these  difficulties  of  assessment  which  provide, 
probably,  the  most  serious  objection  to  the  present 
basis  of  licence  taxation.  Theoretically,  the  method 
of  assessment  is  clear.  In  actual  practice  it  is 
exceedingly  difficult  and  complicated  by  several 
disturbing  factors. 

Speaking  generally,  assessments  outside  London 
are  largely  based  on  the  Poor  Rate  valuations,  and 
while  many  of  these  are  fairly  reliable,  being  fixed  by 
expert  valuers  called  in  by  the  local  authority  for  the 
special  purpose  of  valuing  licensed  property  ;  others, 
representing,  it  is  to  be  feared,  a  considerable  pro- 
portion of  the  whole,  are  far  less  satisfactory,  owing  to 
the  absence  of  a  thoroughly  competent  and  vigilant 
assessment  committee.  Moreover,  natural  difficulties 
have  been  greatly  increased  by  the  extension  of  the 
tied-house  system  and  by  carefully  organised  action 
on  the  part  of  the  trade. 

For  some  years  past  trade  organisations  have  been 
in  existence  having  for  their  avowed  object  the 
reduction  and  control  of  the  assessments  of  licensed 
premises.  Prominent  among  these,  in  recent  years, 
has   been   the    L.V.    Central    Protection    Society    of 
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London,  which  has  devoted  its  energies  and  resources 
unsparingly  to  this  end.  Naturally,  in  a  contest  of 
this  kind,  the  trade  has  peculiar  advantages.  It  not 
only  possesses  the  power  of  withholding  information 
which  is  essential  to  a  true  appraisement  of  annual 
value,  but  it  has  large  resources  and  an  almost 
unequalled  power  of  organisation  and,  outside 
London  especially,  considerable  local  influence.  The 
Local  Government  Act  of  1894  gave  the  trade  an 
opportunity  of  strengthening  its  local  influence  which 
it  was  swift  to  seize,  and  which  it  has  since  utilised 
in  increasing  measure. 

Whether  the  exercise  of  this  influence  in  the 
manner  chosen  is  legitimate  or  reprehensible  need 
not  be  argued  here.  It  is  unquestionably  detri- 
mental to  local  and  national  finance,  and — which 
is  the  point  with  which  we  are  now  concerned — it 
finds  its  opportunity  in  the  principles  and  methods 
adopted  for  the  assessment  of  the  licence  duty. 

Certain  it  is,  as  investigations  described  in  the 
larger  editions  of  this  work  have  shown,1  that  assess- 
ments of  licensed  property  in  many  parts  of  the 
country  are  unduly,  and  sometimes  scandalously, 
low  and  out  of  all  proportion  to  values  suggested 
when  claims  for  compensation  are  made. 

The  Trade's  Estimate  of  Value 

The  value  which  the  trade  itself  puts  upon  its 
property  has  lately  appeared  under  the  operation  of 

1  See  pp.  139-145  of  the  second  (unabridged)  edition  of  this  volume. 
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the  reduction  clauses  of  the  Licensing  Act,  1904. 
An  indication  was  immediately  given  in  the  case  of 
ten  beer-houses  referred  for  suppression  by  the  Oldham 
justices.  The  aggregate  value  of  the  ten  licences,  as 
estimated  by  the  justices,  was  £5099,  a  sum  that  was 
equivalent  to  twenty  times  the  net  rateable  value  of 
the  licensed  premises.  The  amount  of  compensation 
claimed  by  the  owners, on  the  other  hand,  was  £18,250, 
or  more  than  three  and  a  half  times  the  value  of  the 
licences  as  estimated  by  the  justices.  The  detailed 
figures  were  as  under  : — 


Name  of  House. 

Net  Rateable 
Value. 

Magistrates' 

Estimate  of 

Capital  Value 

of  Licences. 

Owners' 
Claim  for 
Licences. 

Shore  Inn 
Highland  Laddie 
Lord  Nelson 
Blue  Bell 
Sportsman  Arms 
Duke  of  Edinburgh 
Volunteers'  Call 
Butchers'  Arms 
Fire  Station  Inn 
Collinge  Arms  . 

£29   10     0 
30     0     0 
20     0     0 
23   10     0 
20     0     0 
36   15      0 
30      0      0 
23   10     0 
26   15      0 
18   10      0 

£590 
600 
400 
400 
400 
735 
600 
470 
534 
370 

£1250 
2000 
2250 
1250 
1750 
2500 
1500 
1500 
2250 
2000 

£5099 

£18,250 

Now  it  is  clear  that  if  the  capital  values  taken  by 
the  justices  were  low,  then  both  the  duties  and  the 
local  assessments  were  correspondingly  low.  In  short, 
the  higher  the  values  put  upon  public-house  licences 
by  the  trade,  the  more  inadequate  must  have  been  the 


PLATE  VI. 
Photographs  of  the  Beer-Houses  in  Oldham  referred  to  on  p.  54 
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assessment  of  the  houses  for  licence  duty,  as  well  as 
for  inhabited  house  duty  and  the  local  rates. 

Market  Values  and  Assessments  compared 

The  sums  realised  for  licensed  property  in  different 
parts  of  the  country  strongly  support  the  view  that 
present  assessments  are  often  inadequate.  A  few 
examples  only  need  be  given.  "On  August  11,  1896, 
a  property  known  as  the  "  Masonic  Hotel,"  situate 
in  Mark  Lane,  Liverpool,  with  a  dwelling-house  and 
shop  and  two  rear  cottages  adjoining,  was  sold  at 
public  auction  for  £28,300.  The  property  was  a 
comparatively  small  public-house,  and  had  no  mono- 
poly of  trade,  there  being  several  other  licensed 
houses  in  the  neighbourhood.  One  remarkable 
feature  of  the  sale  was  the  circumstance  of  the  price 
being  upwards  of  £15,000  beyond  the  expecta- 
tions of  the  vendors.  The  reserve  on  the  property 
was  about  £12,500.  At  the  time  of  the  sale  the 
annual  value  of  the  house  was  assessed  at  £130.  It 
was  subsequently  raised  in  1898  to  £250.  Five  per 
cent  on  the  purchase  price  would  represent  £1415. 
The  licence  duty  charged  is  £35.  This  is  far  from 
being  an  isolated  case.  On  July  1,  1896,  the 
"  Crooked  Billet,"  a  fully  licensed  house  situate  in 
Scotswood  Road,  Newcastle-on-Tyne,  with  cocoa  rooms 
and  dwelling-house  adjoining,  was  sold  at  public 
auction  for  £15,800.  The  house  had  been  sold  forty 
years  earlier  for  £900,  and  no  important  structural 
alterations  had  been  made  in  the  interval.     The  house 
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has  since  been  pulled  down  and  rebuilt.  At  the  time 
of  the  sale  the  annual  value  of  the  property  was 
assessed  at  £400,  the  assessment  being  subsequently 
raised  to  £500.  Five  per  cent  on  the  purchase 
price  would  yield  £790.  The  licence  duty  charged 
is  £50. 

The  "  Ord  Arms"  is  another  Newcastle  house, 
situate  in  the  same  "road  as  the  "  Crooked  Billet," 
about  a  mile  outside  the  boundary  of  the  city,  but 
opposite  the  gateway  of  a  new  yard  that  the  Arm- 
strong-Whitworth  Company  were,  in  1898,  about  to 
open.  The  house,  a  plain  and  unpretentious  building, 
with  about  half  an  acre  of  land  adjoining,  was  sold  in 
that  year  for  £28,100— a  sum  which  the  auctioneer 
afterwards  acknowledged  to  be  twenty  times  its  value 
without  the  licence. 

Prior  to  the  sale  its  annual  value  was  assessed  at 
£113,  and  a  licence  duty  of  £30  was  charged.  It 
was  subsequently  raised  to  £500,  and  a  licence  duty 
of  £50  was  imposed.  Five  per  cent  upon  the  pur- 
chase price  would  yield  £1405.  Three  additional 
cases  only  need  be  given.  The  "  Crown,"  at  Lavender 
Hill,  held  on  a  lease  of  forty-nine  and  a  half  years  at 
a  rental  of  £150  per  annum,  was  sold  in  1897  for 
£46,850.  Prior  to  the  sale  its  annual  value  was 
assessed  at  £425,  and  a  licence  duty  of  £45  was 
charged.  The  annual  value  was  subsequently  raised 
to  £800,  and  the  maximum  licence  duty  of  £60  im- 
posed. Five  per  cent  on  the  purchase  price  would 
yield    £2342    per    annum.      In    the   same  year   the 
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"  Red  Lion  "  public-house,  situate  in  the  Walworth 
Road,  Camberwell,  and  held  on  a  lease  of  forty-nine 
years  at  a  rental  of  £500,  was  sold  for  £50,000.  Its 
annual  value  for  the  year  ended  March  31,  1896,  was 
assessed  at  £1200,  and  for  the  year  ended  March  31, 
1898,  at  £1800,  a  licence  duty  of  £60  being  charged. 
Five  per  cent  on  the  purchase  price  would  yield 
£2500  per  annum.  Lastly,  in  the  same  year  the 
"  French  Horn  and  Half-Moon  "  public-house,  situate 
at  East  Hill,  Wandsworth,  was  sold  for  £56,000.  In 
the  year  ended  March  31,  1896,  the  annual  value  of 
the  property  was  assessed  at  £235,  and  a  licence  duty 
of  £35  was  charged.  Subsequently  (i.e.  year  ended 
March  31,  1898)  the  annual  value  was  raised  to 
£1200,  and  a  licence  duty  of  £60  was  imposed.  The 
assessment  has  since  been  reduced  to  £500. 1  Five 
per  cent  on  the  purchase  price  would  yield  £2800 
per  annum.  In  the  face  of  such  figures,  it  is  easy  to 
appreciate  the  position  taken  by  the  signatories  to 
the  Majority  Report  of  the  Royal  Commission  on 
Liquor  Licensing  Laws,  in  their  summary  rejection  of 
rateable  value  as  a  basis  of  taxation  for  compensation 
purposes. 

Alternative  Modes  of  Assessment 

It  may  be  asked :  Granted  the  limitations  and 
even  defects  of  rental  value  as  a  basis  of  licence 
taxation,   what   other   superior   bases  are  available  ? 

1  The  reduction  was  due  to  the  claim  of  the  owner  that  the  juice  paid  for 
the  house  was  excessive. 
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We  have  attempted  to  give  a  detailed  answer  to  this 
question  in  the  larger  edition  of  this  volume,1  where 
we  have  reviewed  several  alternative  modes  of  assess- 
ment. 

(a)  The  Amount  of  Trade  done 

A  proposal  which  receives  strong  support  in  many 
quarters  is  to  regulate  the  taxation  by  the  amount  of 
trade  done.  This  was  the  idea  underlying  Mr.  Pitt's 
proposals  in  1784,  when  he  suggested  that  taxation 
should  be  "  according  to  the  extent  and  profit  of  their 
respective  mode  of  business."  There  is  unquestion- 
ably much  to  be  said  for  the  proposal.  It  has,  from 
time  to  time,  received  the  support  of  representatives 
of  the  licensed  trade,  and,  as  far  back  as  1836,  it  was 
included  in  the  recommendations  of  the  Commis- 
sioners appointed  to  inquire  into  the  Excise  Establish- 
ment. There  is  evidence  also  to  show  that  it  was 
seriously  considered  by  the  Treasury  officials  and  by 
the  Chancellor  of  the  Exchequer  in  1835  ;  but  the 
difficulty  of  forming  any  scale,  calculated  according 
to  quantities  sold,  which  did  not  involve  heavy 
loss  of  revenue,  led  to  the  abandonment  of  the 
attempt. 

The  real  obstacle  to  the  adoption  of  the  principle 
lies  in  the  difficulty  of  obtaining  satisfactory  evidence 
of  sales.  This  is  already  evident  in  the  attempts 
made  at  the  present  time  to  base  the  assessment 
of  annual  value  upon  the  probable  gross  takings  of 

1  See  unabridged  editions,  pp.  153-171. 


PLATE    VII. 

The  annual  rateable  values  of  certain  public-houses 
recently  sold  compared  with  their  estimated  annual 
values  reckoned  at  5  per  cent.  of  the  purchase  price. 


"The 


Go  Id e  n 
York. 


~- 


I  fasc  nic 


,  _ 

"Irodked 


Lion, 


Hotel,"  Liverpool 


Ord 


Arms," 


"Oroun," 


rench  Horn 


Billet 


Hfeiu  vast  le-on-  Tyne. 


Rateable  Value.  I 


5%  on  Purchase 
Price. 


Neu\castle-on-  Tyne. 


Lavender  Hill. 





Liok."  Oamieruell 


I 


and  He  If- Moon 


,"  Viand 


sivotiih 


NOTE. — In  the  construction   of  this   Diagram   the   most    recent  assessments 
quoted  in  the  text   have  been  taken. 


THE  BASIS  OF  THE  DUTIES  59 

public -houses.  Assuming  this  difficulty  to  be  suc- 
cessfully surmounted,  there  is  much  to  be  said  for 
the  principle  as  a  mode  of  assessing  licence  taxation  ; 
but  it  is  doubtful  if  it  could  be  so  applied  as  to 
secure  an  economic  check  upon  the  supply  of  public- 
houses  in  the  larger  towns  without  serious  injustice 
to  the  small  inn -holders  and  publicans  elsewhere. 

(b)  Population 

A  more  practicable  basis  of  assessment  is  probably 
that  of  population,  which  has  several  times  been 
suggested  during  the  last  half-centurv,  and  has  been 
widely  adopted  in  the  United  States  and  in  the 
British  Colonies.  It  was  advocated  for  this  country 
by  a  Select  Committee  of  the  House  of  Commons  in 
1853,  who  recommended  that  the  sum  to  be  paid  for  a 
licence  should  "  not  be  varied  by  the  amount  at  which 
the  premises  are  rated,"  but  should  "  depend  solely 
upon  population,  that  being  the  more  simple,  certain, 
and  equitable  test."  It  was  also  several  times  sug- 
gested during  the  debates  on  Mr.  Gladstone's  revised 
scale  of  duties  in  1880.  That  the  present  basis 
often  operates  unequally  between  towns  of  similar 
size  and  of  approximately  similar  wealth  is  certain ; 
while  the  disparity  in  the  rate  of  taxation  as  between 
small  towns  and  our  largest  cities  is  so  slight  as  to  be 
seriously  unfair.  Detailed  evidence  of  this  is  given 
in  a  succeeding  chapter. 

Looked  at  broadly,  the  suggestion  of  population 
as  the  basis  of  assessment  has  much  to  commend  it. 
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In  support  of  it  there  is  the  fact  of  a  normal  average 
consumption  of  alcohol  which  does  not  vary  materially 
in  towns  of  the  same  size,  and  which  would  tend  to 
make  the  scale  of  taxation  equal  in  those  towns. 
Against  it  may  be  raised  the  objection  that  economic 
conditions  vary  somewhat  in  different  towns  of  the 
same  size ;  but  while  this  is  true,  the  actual  difference 
in  prosperity  is  probably  not  great  enough  to  be  an 
obstacle.  It  is  questionable,  indeed,  if  it  would  need 
to  be  considered  except  in  adjusting  taxation  in  the 
villages  and  in  the  group  of  urban  districts  having 
less  than  5000  inhabitants,  and  there  the  task  would 
be  simple.  A  further  difficulty  arises  from  the  fact 
that  the  trade  of  different  houses  in  the  same  town 
varies  according  to  the  situation  of  the  house,  some 
public-houses  in  main  thoroughfares  doing  a  far  larger 
business  than  others  less  fortunately  situated.  But 
this  is  not  an  insuperable  difficulty.  It  would  be 
quite  possible  to  fix  a  statutory  minimum  duty  for 
each  town,  and  to  supplement  it  by  the  provision  of 
an  ascending  scale  (based  possibly  on  the  annual 
value  of  the  premises)  to  meet  such  cases. 

(c)  Public  Tender 

A  way  out  of  the  difficulty  could  easily  be  found 
by  combining  with  the  statutory  minimum  duty  an 
arrangement,  such  as  that  proposed  in  1871  by  Mr. 
Bruce,  whereby  the  licences  in  a  town  would  be 
submitted  to  public  tender  and,  other  necessary  con- 
ditions  being   met,  allotted   to   the   highest  bidder. 
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This  would  secure  certain  considerable  advantages 
to  the  community.  The  fair  market  value  of 
every  licence  would  be  automatically  determined, 
the  magistrates  would  be  relieved  of  their  present 
embarrassment,  and  no  claim  for  "  equitable  con- 
sideration "  could  thereafter  arise.  The  objection 
commonly  alleged  against  the  method  of  public 
tender  that  it  would  remove  a  public  safeguard  by 
abolishing  the  present  requirement  of  a  qualification 
of  character  and  fitness  in  the  licensee,  rests  upon 
a  misapprehension  of  the  proposal.  It  is  neither 
necessary  nor  desirable  that  the  amount  tendered 
should  be  the  sole  consideration  in  allotting  the 
licence.  Obviously  the  licence  should  only  be  allotted 
after  the  licensing  authority  has  satisfied  itself,  as  at 
present,  of  the  fitness  of  the  applicant.  This,  how- 
ever, would  be  at  least  as  easy  then  as  now,  especially 
when  we  consider  that  the  present  practice  makes  the 
absence  of  obvious  unfitness  rather  than  the  possession 
of  efficient  virtues  the  real  test  of  qualification  in  an 
applicant. 

Assuming,  therefore,  that  a  new  mode  of  assessing 
the  licence  duties  is  required,  it  could  probably  best 
be  found  by  imposing  a  statutory  minimum  duty 
proportioned  to  the  population  of  towns,  and  com- 
bining with  it  a  method  of  public  tender  which  would 
operate  locally  within  the  limits  of  each  town.  The 
statutory  minimum  duty  should  not  be  a  low  one, 
but  should  be  based  upon  a  full  and  fair  consideration 
of  the  commercial  value  of   the   privilege  conferred 
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in  a  town  of  a  certain  size.  This  is  essential  in  order, 
first,  to  secure  the  community  against  any  organised 
attempt  on  the  part  of  brewers  or  other  trade  appli- 
cants to  offer  inadequate  tenders,  and,  second,  to 
apply  a  real  economic  check  on  the  number  of  licences 
applied  for.  The  value  of  the  supplementary  principle 
of  tender  would  lie  in  the  fact  that  it  would  auto- 
matically determine  and  secure  to  the  community  the 
full  commercial  value  of  a  particular  licence.  It 
would,  of  course,  have  the  further  advantages 
indicated  above  of  relieving  the  licensing  magis- 
trates of  a  real  embarrassment  and  of  preventing  the 
recurrence  of  claims  for  alleged  "  vested  interests." 
No  such  claim  would  be  tenable  or  could  be  made  if 
a  licence  were  allotted  for  a  definite  period  upon  a 
certain  tender,  and  re-submitted  to  tender  at  the 
expiration  of  that  period.  This  plan  of  submitting 
licences  to  public  tender  was  adopted  long  ago  in 
Sweden,  where  it  has  been  found  to  operate  with 
complete  success. 

The  present  basis  of  licence  taxation  (i.e.  annual 
value)  ought  not,  in  any  case,  to  be  continued  apart 
from  certain  important  reforms.  The  practice  which 
obtains  outside  London  of  allowing  two  or  three 
separate  authorities  to  make  assessments  for  rating 
and  taxation  purposes  is  eminently  unsatisfactory, 
and  should  be  abolished.  One  assessment  should  be 
made  for  all  purposes,  and  it  should  be  made  on 
uniform  principles  by  thoroughly  competent  valuation 
authorities.      This  was  recommended  by  the  Royal 
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Commission  on  Local  Taxation,  and  it  would  certainly 
modify  some  of  the  defects  of  the  present  basis  of 
licence  taxation ;  but,  even  so,  annual  value  in  our 
opinion  would  still  be  inferior,  as  a  basis,  to  public 
tender  as  suggested  in  the  preceding  section. 


CHAPTER  VI 

INEQUALITIES    OF    INCIDENCE 

The  defects  of  the  existing  mode  of  taxing  public- 
house  licences  are  plainly  seen  in  the  inequalities  which 
result  from  the  actual  application  of  the  scale  of  duties 
now  in  force.  These  inequalities  have  been  exhibited 
in  considerable  detail  in  the  unabridged  editions  of 
this  volume,1  and  only  a  few  illustrations  need  here 
be  given. 

Under  the  existing  scale  of  taxation  a  house 
rated  at  £12  :  10s.  pays  a  licence  duty  equal  to 
48  per  cent  of  its  rateable  value.  A  house  rated 
at  £45  pays  a  duty  equal  to  44  per  cent  of  its 
rateable  value.  One  rated  at  £75  pays  a  duty 
equal  to  33  per  cent  of  its  rateable  value ;  another 
rated  at  £250  pays  a  duty  equal  to  14  per  cent ; 
while  a  house  rated  at  £450  pays  a  duty  equal  to  but 
10  per  cent  of  its  rateable  value.  As  we  ascend 
higher  in  the  scale  of  rateable  values,  the  anomaly 
becomes  greater.  A  house  rated  at  £1000  pays  at  the 
rate  of  but  6  per  cent  of  its  rateable  value ;  a  house 

1  See  Chapter  VI.  of  the  unabridged  editions. 
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PLATE    VIII. 

The  proportion  which  the  licence  duty  bears  to  the 

mean  annual  value  of  public-houses  in  various  grades 

of  rateable  value. 
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rated  at  £2000  pays  at  the  rate  of  3  per  cent ;  while 
a  house  rated  at  £5000  pays  a  licence  duty  equal  to 
little  more  than  1  per  cent  of  its  rateable  value. 

If  we  go  higher  in  the  scale  and  take  licensed 
houses  rated  at  £10,000  and  upwards — of  which 
there  are  eight  in  London  at  the  present  time — we 
find  that  a  licence  duty  is  imposed  which  ranges  from 
one-half  to  one-fifth  per  cent  of  the  rateable  value 
of  the  premises.  In  other  words,  the  least  valuable 
houses  pay,  in  proportion  to  their  rateable  value, 
from  90  to  300  times  as  much  as  the  wealthiest 
houses. 

The  inequalities  are  plainly  shown  in  the  ac- 
companying diagrams  (Plates  VIII.  and  XL),  which 
are  based  on  detailed  figures  given  in  the  unabridged 
editions  of  this  volume. 

The  anomalous  character  of  the  existing  scale 
naturally  tends  to  the  disadvantage  of  publicans  in  the 
small  towns  and  rural  districts,  where  rateable  values 
are  low  and  licence  duties  (relatively)  high,  and  it  is 
impossible  to  justify  a  scale  of  taxation  which  pro- 
vides that  the  average  cost  of  a  seven-day  public- 
house  licence  shall  be  less  than  10  per  cent  of  the 
rateable  value  of  the  premises  in  London,  but  more 
than  40  per  cent  in  the  rural  districts.  Nor  can 
any  scale  be  equitable  which  results  in  a  ratio  of 
1 1  per  cent  of  the  rateable  value  in  Manchester ; 
12*9  per  cent  in  Newcastle;  15  per  cent  in  Leeds; 
16  per  cent  in  Birmingham,  and  33  per  cent  in 
Ipswich,    Dover,    and    Worcester ;     35    per    cent    in 
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Cambridge,  and  nearly  40  per  cent  in  Dudley.  It 
is  not  that  the  scale  of  taxation  in  the  smaller  places 
is  too  high,  but  that  it  is  altogether  too  low  in  the 
larger  towns  and  cities. 

The  unfairness  of  the  scale  becomes  even  more 
clear  if  we  compare  the  existing  rate  of  taxation  with 
the  capital  value  of  the  premises  (estimated,  for  the 
purpose  of  the  present  comparison,  at  twenty  times 
the  annual  value  of  the  premises). 

Thus,  in  proportion  to  capital  value,  the  public- 
houses  in  London  contribute  in  licence  taxation  little 
more  than  a  third  of  what  is  contributed  by  public- 
houses  in  the  small  urban  districts,  and  not  so  much 
as  a  fourth  of  what  is  contributed  by  public-houses  in 
the  rural  districts.  The  revenue'  from  public-house 
licences  in  the  group  of  county  boroughs,  again,  is, 
in  proportion  to  the  capital  value  of  the  premises, 
little  more  than  two-thirds  of  the  contribution  of 
publicans'  licences  in  the  urban  districts,  and  less 
than  one-half  of  the  payments  exacted  from  public- 
houses  in  the  rural  districts. 

The  Licensing  Act,  1904 

In  the  Licensing  Act  of  1904  an  attempt  was 
made  to  readjust,  to  some  extent,  the  incidence  of 
taxation  in  the  case  of  the  new  compensation  levies, 
but  the  anomalies  in  the  scale  of  the  licence  duties 
proper  were  left  unremedied,  although  their  existence 
was  frankly  acknowledged  by  the  minister  in  charge 
of  the  Bill. 


PLATE  IX. 

The  proportion  which  the  licence  duty  bears  to  the 

estimated  capital   value    of  public-houses  in  various 

population    groups. 
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The  incidence  of  the  compensation  levies  is  less 
anomalous  than  is  the  case  with  the  existing  licence 
duties,  but  it  is  far  from  just,  and,  as  a  reference  to 
the  accompanying  diagram  (Plate  X.)  and  to  the 
details  given  elsewhere1  will  show,  it  does  not  give 
us  that  equitable  adjustment  of  licence  taxation  which 
is  required. 

Licence  Duties  less  than  Compensation  Levies 

Further,  an  examination  of  the  figures  brings  out 
the  remarkable  fact  that  in  the  case  of  public-houses 
assessed  at  more  than  £400  annual  value,  the  publican 
contributes  more  to  the  compensation  fund  than  he 
does  to  the  revenue.  Under  the  schedule  to  the 
Licensing  Act  of  1904,  the  maximum  compensation 
levy  ranges  from  £50  per  annum  for  houses  rated  at 
£400,  to  £100  per  annum  for  houses  rated  at  £900 
and  over  ;  whereas  the  sum  contributed  for  licence 
duty  by  the  same  houses  ranges  from  £45  to  £60 
only.     The  following  table  illustrates  the  position  : — 


Annual  Value 
of  Premises. 

Amount  paid  for 
Licence  Duty. 

Amount  of 

Compensation  Levy 

(1904). 

£400  and  under  £500 

£45 

£50 

500     „        „          600 

50 

60 

600     „        „          700 

55 

70 

700     „       „         800 

60 

80 

800     „       „          900 

60 

90 

900  and  over 

60 

100 

It  is  surely  an  anomalous  arrangement  which  provides 

1  See  pp.  181-186  of  the  unabridged  editions. 
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that  the  payment  to  the  State  for  a  lucrative  mono- 
poly shall  be  substantially  less  than  the  contribution 
of  the  publican  to  a  trade  insurance  fund  ! 

The  Maximum  Limit 

The  figures  serve  to  emphasise  that  which  is  most 
unjust  in  the  present  scale  of  licence  taxation, 
namely,  the  imposition  of  an  arbitrary  maximum  limit 
at  a  comparatively  low  point  in  the  scale  of  values. 
As  we  have  shown,  the  highest  payment  for  licence 
duty  is  £60,  and  this  is  paid  indifferently  by  all 
public -houses  rated  at  £700  and  upwards.  The 
result  is  that  a  public-house  above  that  limit  reaps  an 
advantage  that  is  neither  necessary  nor  fair. 

The  larger  the  house  and  the  more  valuable  the 
premises,  the  lower,  proportionately,  is  the  licence 
duty  paid.  This  is  not  only  unfair  to  the  smaller 
houses,  but  the  arrest  of  the  scale  of  taxation  at  a 
point  much  below  the  value  of  the  largest  houses 
prevents  the  community  from  receiving  any  benefit 
from  that  natural  increase  in  rateable  values  which 
results,  on  the  one  hand,  from  a  general  appreciation 
of  property  values,  and,  on  the  other,  from  an  intensi- 
fication of  the  publican's  monopoly  by  the  legislative 
action  of  the  State  and  the  administrative  action  of 
magistrates  and  local  authorities.  When  we  recall 
the  fact  that  between  1883  and  1908  the  number  of 
houses  rated  at  £700  and  upwards  in  England  and 
Wales  increased  by  676,  or  285  per  cent,  the  serious- 
ness of  the  limitation  is  seen. 


PLATE  X. 

The  ratio  of  licence  duty  and  maximum  compensation 

levy  to  the  annual  rateable  value  of  public-houses 

in  various  population  groups. 
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At  the  present  time  there  are  in  London  no  fewer 
than  479  licensed  public-houses  rated  at  £700  and 
upwards.  Of  these,  34  are  residential  hotels  possess- 
ing ordinary  public-house  licences.  Their  rateable 
values  range  from  £700  to  £31,000,  but  the  licence 
duty  charged  is  the  same  for  each,  namely,  £60  ! 
The  facts  are  set  forth  in  the  accompanying  diagram 1 
(Plate  XL),  where  the  sum  charged  for  licence  duty 
is  in  each  case  compared  with  the  annual  value  of 
the  premises. 

They  may  here  be  summarised  in  the  simple 
statement  that  while  a  public-house  rated  at  £30,000 
escapes  with  a  licence  duty  that  is  equal  to  less  than 
one-fifth  per  cent  of  its  rateable  value,  a  house  rated 
at  £750  (to  take  only  houses  to  which  the  maximum 
limit  applies)  pays  a  duty  equal  to  8  per  cent  of  its 
rateable  value. 

It  is  not  suggested  that  the  large  houses  should 
necessarily  pay  the  same  percentage  of  rateable  value 
that  is  paid  by  the  small  houses.  That  is  clearly 
impracticable,  although  the  assumption  underlying 
the  choice  of  the  existing  basis  of  taxation  is  that 
annual  value  is  a  reliable  guide  to  the  value  of  a 
licence.  A  house  rated  at  less  than  £30  has  no  difficulty 
in  paying  a  licence  duty  equal  to  from  50  to  60 
per  cent  of  its  annual  value,  but  it  is  clearly  impossible 
for  a  house  rated  at,  say,  £10,000  to  pay  a  similar  pro- 
portion of  its  annual  value.  The  choice,  however,  does 
not  lie  between  a  necessity  of  this  kind  and  acquiescence 

1  Based  on  figures  given  in  tabular  form  in  the  unabridged  editions. 
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in  the  present  inequalities.  Even  if  the  present  basis 
of  taxation  be  the  only  practicable  one — and  this  is 
a  highly  questionable  supposition — it  is  certainly  not 
impossible,  by  a  revision  of  the  scale  of  duties,  to 
reduce  the  existing  inequalities  to  more  tolerable 
limits.  The  small  houses  should  not  be  asked  to 
pay  less,  but  the  large  houses  should  be  compelled 
to  pay  considerably  more. 


PLATE  XL 

The    proportion   which    the    licence  duties  paid    for 

public-houses  in  london,  for  premises  of  the  annual 

value  of  £700  and  upwards,  bear  to  the  mean  annual 

value  of  the  premises. 


Licence  Duty  expressed  as  a  Percentage  of  the  Mean  Annual  Value. 

1  %  2  %  3  %  4  %  5  %  6  %  7  %  8  % 

£700— £800 


£800— £900 
£900— £1,000 
£1,000— £1,250 
£1,260— £1,500 
£1,500— £1,750 
£1,750— £2,000 
£2,000— £2,500 

£2,500— £3,000 

£3,000— £3,6O0 

£3,600— £4,000 

£4,000— £4,500 

£4,500— £5,000 

£5,000— £6,000 

£6,000— £7,000 

£7,000— £8.000 

£8,000— £0,000 

£9,000— £10,000 

£12,000— £13,000 

£14,000— £1 5,000 

£16,000— £17,000 

£26,00O-£27,0C0 

£29,000— £30,000 

£30,000-  £31,000 





CHAPTER   VII 

HOTELS,   RESTAURANTS,   THEATRES,    AND    STATION   BARS 

The  anomalies  connected  with  the  existing  scale  of 
taxation  are  not  confined  to  public -houses  proper, 
but  are  also  prominent  in  the  case  of  hotels,  restau- 
rants, theatres,  and  other  places  which,  subject  to 
certain  conditions,  are  allowed  to  take  out  publicans' 
licences  at  reduced  rates. 

(a)  HOTELS 

The  treatment  of  hotels  is  especially  anomalous. 
Under  the  existing  law,  as  framed  by  Mr.  Gladstone 
in  1880,  where  premises  are  of  the  annual  value  of 
£50  and  upwards,  and  are  structurally  adapted  for 
use  as  a  hotel,  and  are  mainly  so  used,  the  licence 
duty  is  not  to  exceed  £20,  provided  that  the  annual 
value  of  any  portion  of  the  premises  set  apart  and 
used  as  an  ordinary  public -house  does  not  exceed 
£25.  The  licence  is  in  all  respects  similar  to  the 
publican's  licence,  and,  in  addition  to  allowing  full 
privileges  of  '  on '  sale,  imposes  no  limit  on  the 
amount  of  liquor  that  may  be  sold  for  consumption 
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elsewhere.  Mr.  Gladstone's  reason  for  exempting 
hotels  from  the  ordinary  scale  of  taxation  was  that 
in  their  case  "  there  is,  besides  the  trade  in  liquors, 
a  very  large  trade  which  is  not  trade  in  alcohol  at 
all,  and  ought  not  to  be  taxed  as  such."  That  is  no 
doubt  true,  and,  within  due  limits,  it  is  a  proper 
consideration  for  exceptional  treatment.  But  his 
further  assumption  that  the  trade  in  alcoholic  liquors 
forms  but  "an  insignificant  branch"  of  the  general 
trade  done  in  hotels,  and  that  the  usual  hotel  bar 
is  but  "  a  small  tap-room,  forming  only  an  insignifi- 
cant part  of  the  whole  premises,"  is  certainly  not 
appropriate  at  the  present  time,  when  the  sale  of 
alcoholic  liquors  forms  a  considerable,  as  well  as 
exceptionally  lucrative,  part  of  the  general  business 
of  a  licensed  hotel. 

It  can  hardly  be  contended  that  the  privilege  of 
a  licence  in  the  case  of,  say,  a  large  railway  terminus 
hotel  in  London,  such  as  the  Great  Central,  or  the 
Euston,  or  the  Midland  Grand  Hotel,  or  in  the  case 
of  ordinary  hotels  like  the  Ritz,  Savoy,  or  Piccadilly,1 
is  less  valuable  than  the  same  privilege  in  the  case 
of  a  comparatively  small  public-house  rated  at,  say, 
£300 ;  and  yet  the  latter  has  to  pay  twice  the 
amount  of  licence  duty  that  is  paid  by  the  largest  of 
these  hotels.  A  public-house  rated  at  £200  pays  75 
per  cent  more  in  licence  duty  than  a  hotel  rated  at 
£22,000,  while  a  public-house  rated  at  £100  pays 

1  The  annual  rateable  value  of  the  Ritz  Hotel  is  £20,000;  that  of  the  Savoy 
is  £25,000  ;  while  the  rateable  value  of  the  Piccadilly  Hotel  is  still  higher. 
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50  per  cent  more  in  licence  duty  than  a  hotel  rated 
at  220  times  its  value.  As  a  matter  of  fact,  the 
largest  of  the  London  hotels  licensed  under  the 
special  provision  of  the  Act  of  1880  pays  no  more  in 
licence  duty  than  a  small  public -house  of  £40 
annual  value.  Even  after  full  allowance  has  been 
made  for  the  special  circumstances  that  differentiate 
hotels  from  ordinary  public  -  houses,  it  cannot  be 
claimed  that  the  present  taxation  of  hotels  is  ade- 
quate or  fair. 

As  we  have  elsewhere  shown,1  in  the  British 
Colonies,  as  also  in  the  United  States  of  America, 
the  usual  practice  is  to  regard  licensed  hotels  as 
ordinary  public-houses  and  to  tax  them  accordingly. 
Such  a  method  has  the  merit  of  simplicity,  and  it  is 
less  unfair  than  it  seems  owing  to  the  fact  that  the 
higher  prices  charged  in  hotels  make  the  trade  more 
lucrative.  If  it  were  adopted  in  this  country,  it  would 
tend  to  equalise  the  taxation  as  between  the  larger  and 
the  smaller  hotels,  and  would  thus  remedy  an  anomaly 
which  at  the  present  time  is  entirely  indefensible. 

The  present  rate  of  taxation  is,  in  any  case,  in- 
adequate, and  a  substantial  increase  is  certainly 
to  be  expected  when  revision  of  the  liquor  licence 
duties  takes  place. 

(b)  RESTAURANTS 

Another  form  of  the  public-house  licence  which  is  at 
present  inadequately  taxed,  is  the  restaurant  licence 

1  See  unabridged  editions,  pp.  204-206. 
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taken  out  under  sub-section  (3)  of  Section  43  of  the 
Inland  Revenue  Act,  1880.  That  sub-section  provides 
that  a  person  carrying  on  business  as  a  restaurateur 
or  eating-house  keeper  who  desires  to  sell  spirits  to 
be  served  with  meals  may  take  put  a  six-day  and 
early  closing  licence  covering  the  sale  of  any  kind 
of  alcoholic  liquor  on  payment  of  a  duty  of  £30. 
Restaurant  licences  are,  however,  only  issued  in 
respect  of  premises  valued  at  £400  and  upwards. 
A  restaurateur  whose  premises  are  of  less  value, 
who  desires  to  sell  spirits  to  be  served  with  meals,  is 
required  to  take  out  an  ordinary  publican's  licence, 
based,  as  regards  duty,  on  the  annual  value  of  the 
premises.  The  idea  underlying  the  differential  treat- 
ment of  the  larger  restaurants  was  that  of  encourao;- 
ing  the  sale  of  food  with  the  sale  of  drink,  and  so 
discriminating  against  the  mere  dram-shop.  From 
that  point  of  view  the  experiment  can  hardly  be 
said  to  have  succeeded.  The  number  of  licences 
taken  out  at  the  reduced  payment  is,  contrary  to 
the  general  impression,  exceedingly  small,  aggregat- 
ing no  more  than  five  in  the  whole  of  the  United 
Kingdom.  The  whole  of  these  are  situate  in 
London.  In  these  circumstances  it  would  seem 
better  to  repeal  the  privilege  and  place  all  res- 
taurants on  the  same  footing  as  public-houses. 

(c)  THEATEES 

Another   anomaly   is    that    connected    with    the 
privilege  accorded  to  theatres  to  sell  alcoholic  liquors 


THEATRES  75 

on  payment  of  a  reduced  licence  duty  of  £20.  Except 
in  the  case  of  patent  theatres  {e.g.  Covent  Garden 
and  Drury  Lane  in  London,  and  the  Theatre  Royal 
in  Edinburgh),  which  are  licensed  by  the  Lord 
Chamberlain,  theatre  licences  are  granted  under  the 
authority  of  the  County  Councils  in  England,  and  in 
Ireland  and  Scotland  under  magisterial  authority. 
Any  person  holding  the  proper  Lord  Chamberlain's 
or  magisterial  authority  to  keep  a  theatre  may  take 
out  any  of  the  existing  licences  which  a  publican  is 
authorised  to  take  out,  but  subject  to  the  provision 
that  the  duty  is  not  in  any  case  to  exceed  £20. 
Licences  for  music-halls,  however,  are  taken  out  at 
the  ordinary  rate.  The  excise  licence  covers  the  whole 
of  the  building,  and  no  restriction  is  placed  upon  the 
number  of  bars,  so  that  it  is  possible  for  a  large 
theatre  to  have  bars  on  every  floor  for  a  total  pay- 
ment of  £20.  The  idea  underlying  the  privilege  was 
doubtless  the  convenience  of  the  patrons  of  the 
theatre  rather  than  the  profit  of  the  proprietor,  but 
in  view  of  the  great  increase  in  the  number  and  size 
of  theatres,  and  the  large  sales  of  liquor  that  are  now 
made  in  them,  there  would  seem  to  be  no  justification 
for  continuing  a  differential  treatment  which,  in  the 
case  of  large  theatres  at  least,  is  certainly  inadequate. 
Assuming  the  duty  charged  to  be  adequate  for  the 
smallest  theatres,  it  is  clear  that  a  graduated  scale 
of  taxation  is  required  that  would  make  the  duty 
correspond  more  strictly  with  the  value  of  the  licence. 
It   cannot   be  right  that  a  large   London  theatre  of 
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the  annual  value  of  £8000  should  pay  no  more  for 
its  licence  to  sell  alcoholic  liquors  than  a  small  theatre 
of  the  annual  value  of,  say,  £50  or  £75,  situated  in 
a  small  urban  district.  Yet  that  is  what  happens  at 
present.  The  anomaly  is  manifestly  one  which  calls 
for  adjustment  in  a  general  revision  of  the  licence 
duties. 

(d)  RAILWAY  REFRESHMENT  ROOMS 

Another  matter  which  calls  for  prompt  attention 
is  the  taxation  of  railway  refreshment  rooms  where 
spirits  and  other  alcoholic  liquors  are  sold.  At 
present  there  is  no  satisfactory  law  on  the  subject, 
and  the  practice  varies  in  different  magisterial  dis- 
tricts. Even  in  cases  where  there  are  station  hotels 
there  is  no  uniform  practice.  Sometimes  the  hotel 
licence  covers  the  bars  on  the  platforms ;  in  other 
cases  it  does  not.  Clearly  this  diversity  of  practice 
should  cease.  It  makes  taxation  unequal  in  different 
districts,  and  involves  a  loss  to  the  revenue.  Parlia- 
ment should  insist  upon  uniformity  of  procedure  by 
requiring,  first,  the  separate  licensing  of  hotels  and 
refreshment  rooms,  and,  second,  a  separate  certificate 
for  each  platform  bar.  Each  refreshment  room  is, 
for  all  practical  purposes,  a  public-house.  In  addition 
to  the  'on'  sale,  there  is  a  considerable  'off'  sale  in 
flasks  and  bottles,  indeed  absolutely  no  limit  is  placed 
upon  the  quantity  of  any  kind  of  liquor  that  may  be 
sold  for  consumption  off  the  premises. 
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(e)    SALES    IN    KAILWAY    CARS 

A  closely  related  question  is  the  licensing  of  sales 
of  liquor  now  made  in  the  refreshment  cars  of  trains 
on  all  the  principal  railways  in  the  country.  At 
present  no  licence  is  taken  out  for  these  cars,  nor  is 
there  one  in  existence  that  would  be  applicable.  The 
matter  is  not  of  any  large  consequence  so  far  as  the 
revenue  is  concerned,  but  it  is  of  distinct  importance 
from  the  point  of  view  of  uniformity  in  licensing 
procedure. 


CHAPTER   VIII 

THE    TAXATION    OF    PUBLICANS    IN    THE    BRITISH 
COLONIES 1 

Incidental  allusion  has  been  made  in  preceding 
chapters  to  the  taxation  of  public -houses  in  the 
British  colonies,  and  it  is  necessary,  at  this  point,  to 
give  the  matter  detailed  examination.  Such  an 
examination  is  essential  to  a  full  survey  of  the 
question  with  which  the  present  volume  is  con- 
cerned. The  ability  of  the  liquor  trade  in  this 
country  to  bear  additional  taxation  cannot  be  de- 
termined absolutely  by  the  standards  of  taxation 
elsewhere ;  but,  speaking  broadly,  and  after  allow- 
ance has  been  made  for  certain  modifying  facts,  such 
as  differences  in  per  capita  consumption  and  in  the 
retail  price  of  liquor,  it  may  be  said  that  a  standard 
of  taxation  that  is  practicable  in  one  country  is  at 
least  within  the  taxable  capacity  of  similar  traders 
in  another  country.      So  far  as  some  of  the  British 

1  Limits  of  space  preclude  a  detailed  examination  of  the  various  scales 
of  licence  taxation  in  force  in  the  British  colonies.  The  matter  is  fully 
discussed  in  Chapter  VIII.  of  the  unabridged  editions  of  this  work,  to  which 
the  reader  is  referred. 
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colonies  are  concerned,  this  principle  does  not  carry 
us  far,  for  the  standards  of  taxation  in  a  few  of  the 
colonies  have  evidently  been  based,  to  a  certain 
extent,  on  the  standard  imposed  in  this  country. 
Still  there  are  important  differences.  As  a  general 
rule,  far  less  prominence  is  given  to  the  principle  of 
graduation,  and  the  taxation  imposed  is  much  more 
uniform.  The  basis  of  the  licence  duties,  again,  is 
different.  Rental  value,  the  basis  adopted  in  this 
country,  is  seldom  recognised  in  the  British  colonies. 
It  is  adopted,  indeed,  only  in  the  States  of  New  South 
Wales,  Victoria,  and  South  Australia,  and  in  the 
Canadian  cities  of  Quebec  and  Montreal.  The  plan  of 
a  uniform  charge,  imposed  without  regard  to  the  size 
and  value  of  the  public-house,  is  much  more  generally 
adopted.  The  retail  price  of  alcoholic  liquors  is,  as 
a  general  rule,  higher  in  the  colonies  than  in  this 
country ;  but,  on  the  other  hand,  populations  are 
much  smaller,  and  the  per  capita  consumption  of 
alcohol  is  considerably  less. 

The  Australian  Commonwealth 

Under  the  Commonwealth  Acts,  the  taxation  of 
liquor  and  of  the  manufacturers  of  liquor  in  Australia 
is  the  exclusive  privilege  of  the  Federal  Parliament ; 
but  the  right  to  tax  the  retailer  of  alcoholic  liquor  is 
reserved  as  a  privilege  of  the  separate  States.  One 
result  of  this  arrangement  is  a  diversity  of  method 
and  standard. 

Speaking  generally,  the  scale  of  licence  taxation  in 
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Australia,  although  simpler  than  that  imposed  in  this 
country,  is  moderate  in  amount.  Recent  changes, 
however,  indicate  a  distinct  advance  towards  higher 
rates.  In  most  of  the  States  the  statutory  rates 
cover  only  one  bar,  while  in  Victoria  the  interests 
of  the  revenue,  which  invariably  suffer  in  this  country 
under  compulsory  reduction  schemes,  are  safeguarded 
by  a  provision  which  automatically  increases  the  pay- 
ment demanded  of  the  remaining  licensees. 

The   actual   rates   charged   may  be  conveniently 
summarised  as  under  : — 


State. 

Rate  of  Duty  (Publicans'  Licences). 

New  South  Wales  . 

£10  to  £100.    (Second  bar,  £20  ad- 

ditional) 

Victoria 

£15  to  £50  plus  an  assessment  for 

compensation  purposes  of  3  per 

cent  on  the  cost  of  all  liquors 

purchased.     (An  extra  fee  of  £20 

per  annum  for  a  second,  and  each 

additional,  bar) 

South  Australia 

£15  to  £40 

Queensland    . 

£30  within  a  town  or  municipality, 

or    within    five    miles    of    the 

boundaries  thereof.      Elsewhere 

£15.     (Second  bar  or  counter, 

£10  additional) 

Western  Australia  . 

£40  to  £50 

Tasmania 

£25  (with  extra  tap,  £45) 

The  taxation  of  beer  and  spirits  in  Australia  tends 
to  be  higher  than  in  this  country.  Beer  brewed  ex- 
clusively from  barley  malt  and  hops  is  taxed  at  the 
rate  of  6s.  per  barrel ;  if  other  materials  are  used  (as 
in  this  country),  the  duty  is  at  the  rate  of  9s.  per 
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barrel,  as  against  7s.  9d.  in  the  United  Kingdom. 
Whisky,  distilled  wholly  from  barley  malt,  is  charged 
at  the  rate  of  1  Os.  per  proof  gallon ;  while  blended 
whisky,  distilled  partly  from  barley  malt  and  partly 
from  other  grain,  but  containing  not  less  than  25 
per  cent  of  pure  barley  malt  spirit,  is  charged  at  the 
rate  of  12s.  per  proof  gallon.  In  the  United  Kingdom 
all  spirits,  irrespective  of  the  materials  used,  pay 
a  uniform  excise  duty  of  lis.  per  proof  gallon. 
Similarly,  the  taxation  of  manufacturers'  licences  is 
higher  in  Australia  than  here.  Under  the  Distillation 
Act  distillers  in  Australia  pay  a  licence  duty  of  £50 
per  annum,  as  against  a  duty  of  £10  :  10s.  in  this 
country  ;  while  under  the  Beer  Excise  Act  brewers 
in  Australia  pay  an  annual  licence  duty  of  £25,  as 
against  a  duty  of  £1  here.1 

New  Zealand 

The  taxation  of  publicans  in  New  Zealand  approxi- 
mates to  the  Australian  standard.  Within  the  limits 
of  a  borough  or  town  district  a  publican  pays  a  licence 
duty  of  £40  per  annum  for  a  licence  authorising  sales 
from  6  a.m.  to  10  p.m.,  or  £45  where  permission  to 
sell  one  hour  later  is  souo-ht.     Outside  the  limits  of  a 

o 

1  Several  of  the  States  levy  separate  (additional)  duties  on  brewers  and 
distillers.  In  New  South  Wales,  brewers  are  charged  an  additional  sum  of 
£30  per  annum  in  Sydney  and  £20  elsewhere.  In  South  Australia,  brewers 
pay  an  additional  charge  of  £10  per  annum  and  distillers  an  additional  duty 
ranging  from  £15  to  £-10,  according  to  the  annual  value  of  the  premises.  In 
Queensland,  the  additional  (State)  duty  is  £25  per  annum  for  brewers  and 
£10  for  distillers.  .(If  the  distiller  is  also  a  rectifier,  the  State  duty  is  £25 
per  annum.) 
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borough  or  town  district,  the  annual  duty  is  £25. 
The  latter  sum  applies,  of  course,  only  to  thinly 
populated  districts.  The  taxation  of  beer  and  spirits 
is  also  higher  than  in  this  country,  beer  being  taxed 
at  Is.  3d.  per  barrel  more  than  in  this  country,  and 
spirits  at  5s.  per  proof  gallon  more. 

South  Africa 

In  the  colonies  of  South  Africa,  where  the  principle 
of  a  uniform  licence  duty  is  adopted,  the  highest  rates 
are  found  in  the  Transvaal,  where  the  duty  is  £100 
for  all  places  having  400  or  more  white  persons  above 
the  age  of  sixteen,  and  £50  elsewhere.  In  Cape 
Colony  the  usual  rate  is  £40  per  annum,  and  in 
Natal  £50  for  the  first  year  and  £30  in  succeeding 
years. 

The  per  capita  consumption  of  alcohol  is,  of 
course,  much  smaller  in  South  Africa  than  in  this 
country. 

Dominion  of  Canada 

In  Canada,  as  in  Australia,  licensing  methods 
vary,  each  province  having  its  own  system.  There 
are  eight  provinces  in  which  licence  laws  are  in  opera- 
tion. The  licence  duties  are  fixed  by  provincial  law, 
but  in  most  of  the  provinces  municipalities  have  the 
right  to  charge  additional  duties.  This  power  of 
optional  increase  is  freely  exercised  and  its  effect  is, 
in  some  cases,  to  double  the  amount  of  statutory 
duties.      In  other  cases  [e.g.  municipalities  in  the  pro- 
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vince  of  British  Columbia)  the  additional  local  duties 
more  than  double  the  amount  of  the  provincial  duty. 

In  the  unabridged  editions  of  this  work  details 
of  the  duties  charged  are  given  for  each  province 
separately.  In  the  present  case  it  will  suffice  to 
give  a  general  indication  of  the  scales  of  taxation 
adopted.  The  lowest  scale  is  found  in  Nova  Scotia, 
where  a  uniform  licence  duty  of  £30  per  annum  is 
charged.  This  is  roughly  50  per  cent  more  than  the 
average  cost  of  a  publican's  licence  in  England  and 
Wales.  In  New  Brunswick  the  duties  vary  with  the 
size  of  the  town,  ranging  from  £40  in  the  case  of 
towns  having  less  than  5000  inhabitants  to  £60  in 
towns  having  20,000  and  more  inhabitants.  That  is 
to  say,  in  the  small  towns  of  less  than  5000  in- 
habitants the  duty  is  nearly  twice  as  high  as  the 
average  cost  of  a  publican's  licence  in  England  and 
Wales,  while  in  the  towns  containing  20,000  people 
and  upwards  it  is  nearly  three  times  as  high. 

In  the  province  of  Manitoba  the  combined  duties 
(provincial  and  municipal)  range  from  £50,  in  the 
case  of  rural  municipalities,  to  £130  in  towns  having 
more  than  10,000  inhabitants,  and  are  from  four 
to  six  times  as  high  as  the  average  licence  duties 
charged  in  similar  areas  in  this  country. 

In  British  Columbia  the  scale  of  licence  taxation  is 
still  higher.  In  that  province  a  publican  in  any  town 
with  a  population  of  200  and  upwards,  cannot  pay 
less  than  £80  per  annum,  and  may  actually  pay  £240 
per  annum.      The  minimum  duty,  therefore,  is  nearly 
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four  times  the  amount  of  the  average  cost  of  a 
publican's  licence  in  England  and  Wales,  while  the 
maximum  duty  is  more  than  eleven  times  the  average 
duty  here.  Even  in  the  new  provinces  of  Alberta  and 
Saskatchewan  the  statutory  provincial  duties  (apart 
from  the  sums  added  by  municipalities)  range  from 
minima  of  £40  and  £50  for  villages  and  rural 
localities  to  £80  for  so-called  "  cities." 

But  it  is  in  the  provinces  of  Ontario  and  Quebec 
that  licence  taxation  is  highest,  and  as  the  rates 
charged  offer  a  striking  contrast  to  the  rates  imposed 
in  this  country,  it  is  important  to  refer  to  them 
particularly. 

Province  of  Ontario 

Public-house  licences  in  Ontario  are  known  as 
tavern  licences.  The  licence  duties  are  fixed  by 
statute,  and,  as  the  subjoined  scale  shows,  are  con- 
siderably higher  than  those  imposed  in  this  country, 
approximating,  in  the  larger  cities  especially,  to  the 
highest  rates  of  licence  duty  charged  in  the  so-called 
"high  licence"  States  in  the  neighbouring  Union. 
The  rates  vary  with  the  size  of  the  town,  and  the  scale 
is  as  under  : — 
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Population  Groups. 

Rate  of  Licence 
Duty. 

Cities,  towns,  and  incorporated  villages 

having  a  population  of — 

100,000  and  upwards 

£240 

30,000-100,000 

140 

10,000-30,000 

100 

5,000-10,000 

90 

2,000-5,000  .... 

70 

Under  2,000 

50 

Townships          ..... 

24 

A  section  of  the  Act  of  1906  gives  power  to  localities, 
with  certain  exceptions,  to  increase  the  statutory 
duties,  and  this  power  is  freely  exercised  in  order, 
first,  to  restrict  the  number  of  licences,  and  second, 
to  secure  to  the  community  some  part  at  least  of  the 
enhanced  values  which  accrue  to  licences  as  the  result 
of  such  restriction. 

Apart  altogether  from  these  additional  fees,  it  will 
be  seen  that  the  statutory  scale  of  licence  taxation  in 
Ontario  is  enormously  higher  than  the  scale  imposed 
in  this  country,  although  the  per  capita  consumption 
of  alcohol  is  very  much  smaller  (i.e.  four-tenths  of  the 
British  consumption).  In  the  large  cities  the  statutory 
duty  is  more  than  six  times  as  high  as  the  average 
duty  in  London,  while  in  towns  of  from  30,000  to 
100,000  inhabitants  it  is  more  than  five  times  as 
high  as  the  average  duty  in  similar  towns  in  this 
country.  In  the  very  smallest  towns  (i.e.  those 
having  less  than  5000  inhabitants)  the  duty  is  from 
three  to  four  times  as  high  as  in  similar  towns  in 
England,  while  in  the  rural  townships  it  is  twice  as 
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high.  The  number  of  licences  is  much  smaller  in 
proportion  to  population  than  in  this  country,  but, 
even  so,  the  revenue  from  public-house  licences  per 
1000  inhabitants  is  much  greater.  In  Toronto,  the 
largest  city  in  the  province,  which  had  a  population 
at  the  last  census  of  208,000,  the  annual  revenue 
from  144  public-house  licences  is  £34,560,  or  £166 
per  1000  inhabitants ;  whereas  in  the  English 
cities  of  Sheffield  (pop.  380,793)  and  Bradford 
(pop.  279,767)  the  annual  revenue  from  similar 
licences  is  only  £35  per  1000  inhabitants  and 
£29  per  1000  inhabitants  respectively.1  As  a 
matter  of  fact,  Toronto,  despite  its  small  ratio 
of  public-houses,  receives  more  than  four  times  as 
much  licence  revenue  per  1000  inhabitants  as  is 
received  in  the  twenty -five  largest  cities  in  the 
United  Kingdom. 

That  the  high  rates  charged  are  not  prohibitive 
the  recent  experience  of  the  city  shows,  more  applica- 
tions for  licences  beins;  received  than  the  authorities 
are  willing  to  allow.  Indeed,  in  February  1908  the 
city  council  passed  a  resolution  asking  the  Govern- 
ment to  increase  the  licence  duties  above  the  statutory 
rate  of  £240  per  annum.  This  was  done  partly  in 
view  of  a  proposed  reduction  of  licences  in  the  city, 
but  chiefly  in  view  of  formal  evidence,  based  on  the 
prices  paid  for  transferred  licences,  that  the  statutory 

1  The  ratio  of  public-house  licences  in  the  three  cities  is  as  follows  : — 
Toronto,  07  per  1000  inhabitants  ;  Sheffield,  IS  per  1000  ;  and  Bradford, 
l'O  per  1000.  The  last  census  (1901)  populations  have  been  taken  in  each 
case. 


PLATE  XII. 


Comparison    of    revenue    received    from    liquor 

licences  per  iooo  of  the  population  in  toronto 

and  in  two  English  cities. 


£ 

50 


£ 
100 


£ 
150 


Toronto 


£166 


Sheffield 


£35 


Bradford 


^W 


£29 


TAXATION  IN  THE  COLONIES  87 

licence  duty,  high  as  it  appears  when  compared  with 
the  English  scale,  was  not  a  fair  measure  of  the  value 
of  a  licence.1 

Province  of  Quebec 

This  view  of  the  taxable  resources  of  the  publican 
finds  strong  support  in  the  licence  duties  charged  in 
the  province  of  Quebec.  We  may  take,  as  illustra- 
tions, the  two  principal  cities  of  Montreal  and 
Quebec,  where  the  licence  duties  are  based  on  the 
rental  value  of  the  premises.  In  the  former  city  the 
rates  charged  range  from  a  minimum  of  £80  for 
premises  rented  at  less  than  £80  per  annum,  to  a 
maximum  of  £300  for  premises  having  a  rental  value 
of  £2000  and  upwards.  That  is  to  say,  the  smallest 
sum  paid  by  a  publican  in  Montreal  is  nearly  four 
times  the  average  licence  duty  charged  in  England 
and  Wales,  while  the  maximum  duty  is  five  times 
as  much  as  the  maximum  duty  levied  in  this  country. 
i  In  the  smaller  city  of  Quebec  the  licence  duties  range 
from  a  minimum  of  £60  to  a  maximum  of  £310. 

The  contrast  between  these  rates  and  those 
charged  in  the  United  Kingdom  is  made  more 
remarkable  by  the  fact  that  the  per  capita  con- 
sumption of  alcohol  in  Canada  is  less  than  one-half 
(41  per  cent)  of  the  amount  consumed  per  head  in 
the  United  Kingdom.  The  larger  sums,  therefore, 
are  paid  on  a  much  smaller  trade. 

1  An  official  inquiry  in  1907  showed  that  47  transfers  of  "  tavern"  (i.e. 
public-house)  licences  were  applied  for  in  the  previous  year,  representing  a 
total  sale  price  of  £231,130,  or  an  average  of  £4918  per  licence. 
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Relative  Taxation  of  Beer  and  Spirits 

Nor  is  the  difference  adequately  explained  by 
either  (l)  differences  in  the  retail  prices  of  liquor,  or 
(2)  the  relative  taxation  of  beer  and  spirits  in  the 
two  countries.  The  ordinary  price  for  malt  liquors 
and  whisky  in  Canada  is  five  cents  (2jd.)  per  glass. 
This  is  higher  in  the  case  of  beer  than  the  charge  in 
this  country,  but  the  difference  is  discounted  by  the 
fact  that  the  excise  duty  on  beer  brewed  in  whole' 
or  in  part  from  any  other  substance  than  malt  (i.e. 
sugar,  syrup,  or  other  saccharine  matter)  pays  an 
excise  duty  of  15s.  per  barrel  of  36  gallons  as 
against  7s.  9d.  in  the  United  Kingdom. 

In  the  case  of  whisky,  the  price  is  lower  than  the 
average  cost  of  a  dram  in  this  country,1  which  is 
perhaps  explained  by  the  fact  that  the  spirit  duty 
is  less  there  than  here.2  On  the  other  hand,  the 
licence  duties  imposed  on  brewers  and  distillers  in 
Canada  are  considerably  higher  than  the  correspond- 
ing duties  in  the  United  Kingdom.  The  Federal 
licence  duty  for  brewers  in  Canada  is  £10  per 
annum,  and  there  is  in  addition  a  maltster's  licence 
duty  ranging  (according  to  output)  from  £10  to 
£40  per  annum.  Distillers  and  rectifiers  pay  a 
Federal  licence  duty  of  £50  per  annum.     In  addition 

1  According  to  investigations  made  by  the  present  writers,  the  average 
price  of  a  dram  of  spirits  in  the  United  Kingdom  is  3-17d. 

2  The  excise  duty  on  spirits  distilled  in  Canada  is  from  $1  '90  to  $1  -93 
(7s.  9d.  to  7s.  10|d.)  per  proof  gallon,  according  to  materials  used.  The 
duty  in  this  country  is  lis.  per  gallon.  Imported  spirits  pay  a  customs 
duty  of  $2-40  (10s.)  per  proof  gallon. 
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to  these  Federal  duties,  however,  provincial  govern- 
ments impose  a  further  duty  of  much  greater  amount 
on  brewers  and  distillers.  In  Ontario,  for  example, 
brewers  are  required  to  pay  a  provincial  licence  duty 
ranging,  according  to  the  amount  of  capital  invested, 
from  £50  to  £400  per  annum,  and  distillers  a  licence 
duty  ranging  from  £200  to  £1300  per  annum.  If 
they  keep  a  warehouse  (other  than  the  brewery  or 
distillery  premises)  for  the  storage  of  liquors,  they 
are  required  to  take  out  a  warehouse  licence  ranging, 
for  brewers,  from  £20  to  £60  per  annum,  and  for 
distillers  from  £40  to  £120  per  annum.  Substantial 
licence  duties  are  also  levied  in  other  provinces.  In 
Quebec,  over  and  above  a  high  licence  duty,  a  brewer 
or  bottler  pays  a  duty  of  £2  per  annum  for  each 
vehicle  used  by  him  in  connection  with  his  trade. 

In  the  United  Kingdom  the  duty  for  a  brewer's 
licence  is  £1  per  annum,  and  for  a  distiller's  or 
rectifier's  licence  £10  :  10s.  per  annum.  These  further 
facts  make  the  difference  in  the  fiscal  treatment  of 
the  liquor  trade  in  Canada  and  in  the  United  Kingdom 
much  more  marked. 


CHAPTER   IX 

LICENCE   TAXATION    IN   THE    UNITED    STATES1 

The  inadequacy  of  the  taxation  imposed  upon 
publicans  in  this  country  receives  further  and  greater 
emphasis  when  we  compare  the  licence  duties  charged 
here  with  the  duties  charged  in  the  United  States. 

The  Growth  of  High  Licence 

The  high  licence  system  in  the  United  States  is 
practically  the  creation  of  the  last  thirty  years. 
Up  to  1880,  a  licence  duty  of  $200  (£40)  was  con- 
sidered high.  At  the  present  time  a  licence  tax  of 
five  times  that  amount  is  considered  well  within  the 
limits  of  the  taxable  resources  of  the  trade.  The 
system  originated  in  the  State  of  Nebraska,  by 
the  enactment  of  the  so-called  "  Slocumb "  law  in 
1881,  which  fixed  the  State  licence  duty  at  a 
minimum  sum  of  $500  (£100)  in  towns  of 
less  than    10,000    inhabitants,    and    $1000    (£200) 

1  For  a  full  statement  of  the  fiscal  treatment  of  the  publican  in  the 
United  States  the  reader  is  referred  to  Chapters  IX.  and  X.  of  the  un- 
abridged editions  of  this  work.  In  the  present  edition  it  is  only  possible  to 
give  a  summary  of  the  facts  and  a  few  of  the. more  important  comparisons. 

90 
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elsewhere.  Since  then  numerous  other  States 
have  adopted  the  system,  among  which  may  be 
specially  mentioned  the  States  of  Massachusetts, 
Pennsylvania,  New  York,  New  Hampshire,  Vermont, 
Minnesota,  Arkansas,  Montana,  and  Utah.  Even  in 
those  States  where  a  comparatively  low  standard  of 
taxation  is  still  maintained  there  is  a  noticeable 
movement  in  the  direction  of  increased  taxation,  and 
it  is  probable  that  within  a  few  years  the  system  of 
high  licence  will  be  adopted  in  every  State  that 
elects  to  continue  the  method  of  private  licensing. 
The  rates  of  licence  duty  charged  throughout  the 
Union  are  invariably  in  excess  of  those  charged  in 
this  country,  and  generally  considerably  in  excess ; 
but  they  are  apparently  easily  paid,  and  probably  do 
not,  even  at  their  highest,  represent  the  full  limit  of 
the  taxable  capacity  of  the  trade.  Indeed,  as  a  rule, 
in  the  deliberate  judgment  of  the  Committee  of 
Fifty,  whose  investigations  entitle  them  to  speak  with 
special  authority,  "  the  upper  limit  of  licence  fees 
in  cities  and  large  towns  has  by  no  means  been 
reached."  1 

Modes  of  Assessment 
The  mode  of  assessing  the  duties  varies  in  different 
States,  but  is  usually  quite  unlike  the  method  adopted 
in  this  country.  Indeed  in  only  two  States  is  the 
principle  of  rental  value  recognised  as  a  basis  of 
licence  taxation,  and  in  neither  case  is  it  the  sole 
mode   of  assessment.      Usually   the   rate   of  duty  is 

1   The  Liquor  Problem  in  its  Legislative  Aspects,  pp.  10,  11. 
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fixed  by  State  law,  but,  in  many  cases  where  this 
is  so,  liberty  is  given  to  local  authorities  to  impose 
additional  taxation  for  municipal  or  county  purposes. 
In  only  one  case  (Maryland)  is  absolute  discretion 
given  to  localities,  and  in  that  State  there  is  hardly 
a  county  which  has  not  its  own  code  of  laws  for 
regulating  the  business. 

In  three  States  and  one  District  the  legislature 
has  fixed  a  uniform  charge  which  is  levied  in  all 
cities,  towns,  villages,  and  unincorporated  places  in 
the  State  alike,  without  regard  to  the  size  of  the 
town  or  village  or  to  the  relative  value  of  the  licence. 
In  seventeen  other  States  the  legislature  has  fixed  a 
statutory  minimum  duty  but  left  localities  free  to 
increase  it  if  they  so  desire.  In  six  of  these  States 
no  limit  is  placed  upon  the  amount  of  possible 
increase ;  while  in  the  remaining  eleven  a  maximum 
limit  is  imposed. 

The  most  widely  adopted  basis  of  taxation  in  the 
United  States  is,  however,  that  of  population.  This  is 
the  principle  followed  in  no  fewer  than  twenty -two 
States.  In  seven  of  these  States  the  rate  of  dutv  is 
fixed  for  each  grade  of  town  or  city  by  State  law, 
and  there  is  apparently  no  power  of  local  increase. 
In  the  remaining  fifteen  States  where  the  population 
basis  is  adopted,  the  size  and  character  of  the  town 
or  city  is  made  the  basis  of  the  State  duty,  but 
power  is  also  given  to  local  authorities  to  impose 
additional  duties.  Sometimes,  as  in  Rhode  Island, 
this    power   is   only   admitted   in   respect    of   certain 
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places ;  but  in  the  majority  of  cases  it  is  conceded 
to  all  municipalities.  In  two  States  the  amount  of 
the  additional  licence  taxation  is  determined  by  a 
popular  vote. 

Naturally  with  so  great  a  variety  of  method 
there  is  considerable  divergence  in  the  rates  of 
taxation  adopted.  Licence  taxation  is  highest  in 
the  Northern  States  and  lowest  in  the  Southern 
States,  but  the  average  rate  of  licence  taxation 
throughout  the  Union  is  far  higher  than  the  average 
rate  of  licence  taxation  in  this  country.  Indeed, 
taking  the  whole  of  the  cities  in  the  United  States  of 
America  with  a  population  of  30,000  and  upwards, 
the  average  rate  of  licence  duty  is  more  than  jive 
times  the  average  rate  of  duty  charged  in  similar 
cities  in  the  United  Kingdom. 

Comparison  with  United  Kingdom 

A  detailed  comparison  of  the  American  duties  With 
similar  duties  in  this  country  brings  out  some  strik- 
ing results.  As  we  have  elsewhere  explained,  every 
publican  in  America  pays  at  least  two,  and  sometimes 
three  or  four,  separate  licence  duties,  or  taxes,  for  the 
privilege  of  selling  liquor.  In  addition  to  the  Federal 
tax  of  £5  per  annum,  which  every  saloon-keeper 
pays,  he  pays  a  further  licence  duty  of  much  higher 
amount  to  either  the  municipality,  the  county,  or  the 
State,  or,  as  sometimes  happens,  to  all  three.  In  the 
following  comparisons  the  whole  of  these  separate 
payments  have  been  taken  into  account.      It  should 
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be  stated  that  the  payment  of  these  high  licence 
taxes  in  no  way  absolves  the  American  publican  from 
the  payment  of  his  share  of  ordinary  taxation.  He 
contributes  equally  with  all  other  citizens  to  all  local 
and  State  taxes.  Indeed,  even  the  fittings  and 
furnishings  of  his  saloon  are  assessed  as  personal 
estate,  and  charged  with  additional  taxation  accord- 
ingly. The  more  luxuriously  a  saloon  is  furnished, 
therefore,  the  higher  is  its  contribution  to  local  and 
State  taxation.  The  licence  duties  quoted  below, 
which  leave  this  ordinary  local  and  State  taxation 
entirely  out  of  account,  are  thus  fairly  comparable 
with  the  licence  duties  charged  in  this  country. 

Cities  above  30,000  Inhabitants 

In  the  United  States  there  are  122  licence  towns 
with  a  population  exceeding  30,000.  In  the  United 
Kingdom  there  are  164  towns  of  the  same  size. 
Comparing  the  two  sets  of  towns,  we  find  that,  while 
the  average  licence  duty  for  public-houses  in  the  122 
American  towns  is  £147,  in  the  towns  of  the  same  size 
in  this  country  it  is  only  £27,  so  that  the  average 
licence  duty  for  public-houses  in  the  American  towns 
is  more  than  Jive  times  as  much  as  the  average  in 
similar  towns  in  this  country. 

The  actual  difference  is  clearly  set  forth  in  the 
following  table,  which  divides  the  whole  of  the  cities 
above  30,000  inhabitants  in  the  two  countries  into 
various  groups  according  to  their  size,  and  shows  the 
average  licence  duty  in  each  group  : — 


PLATE  XIII. 

Average    licence   duty   paid   by   publicans    in   towns 

of   30,000   and    upwards    in    the   United   States    and 

the   United    Kingdom. 

£ 
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United  Kingdom. 


£ 
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Cities  having  a  Population  of 

United  States. 

United  Kingdom. 

No.  of          Average 
Cities.     Licence  Duty. 

No.  of 

Cities. 

Average 
Licence  Duty. 

Over  1,000,000    . 
500,000-1,000,000 
250,000-500,000 
100,000-250,000 
50,000-100,000 
30,000-50,000   . 

4 

3 

8 

23 

34 

50 

£194 
163 
108 
149 
158 
139 

1 

4 

8 

26 

48 

77 

£38 
29 

27 
29 
27 
26 

122 

Av.  £147  x 

164 

Av.  £27 

It  is  thus  apparent  that  the  average  rate  of  licence 
duty  in  the  cities  of  the  United  States  is  more  than 
jive  times  the  average  rate  of  duty  charged  in  similar 
cities  in  the  United  Kingdom.  But  for  the  fact  that 
a  few  of  the  Southern  States  charge  exceptionally  low 
licence  duties,  and  so  reduce  the  average  for  the 
whole,  the  general  effect  of  the  comparison  would  be 
even  more  striking.  The  average  licence  duty  in 
twenty-one  New  England  cities,  many  of  which  are 
of  comparatively  small  size,  is  actually  £268,  or  ten 
times  the  average  rate  of  licence  duty  in  the  cities  of 
the  United  Kingdom. 

Proceeds  of  Duties  compared 

If  we  turn  from  the  rates  of  duty  to  a  comparison 
of  the  proceeds  of  the  duties,  the  result  is  equally 
striking.  The  total  proceeds  of  the  publicans'  licence 
duties  in  the  164  British  towns  having  a  population 
of  30,000  and  upwards  is  approximately  £816,000. 

]  Owing  to  recent  changes  the  average  is  now  much  higher. 


96     TAXATION  OF  THE  LIQUOR  TRADE 


The  total  proceeds  of  the  publicans'  licence  duties  in 
the  122  American  towns  of  the  same  size  is  approxi- 
mately £7,395,000.  That  is  to  say,  with  42  fewer 
towns  and  2,031,000  fewer  people,  the  aggregate 
proceeds  of  the  publicans'  licence  duties  in  the 
American  towns  is  more  than  nine  times  as  much  as 
the  aggregate  proceeds  in  the  164  British  towns.  Or, 
to  put  it  in  another  way,  the  total  proceeds  of  the 
duties  represent  a  revenue  of  £413  per  1000  persons 
in  the  cities  of  the  United  States  as  against  a  revenue 
of  £41  per  1000  persons  in  the  cities  of  the  United 
Kingdom. 

The  difference  is  made  clearer  still  by  comparing 
the  amount  of  revenue  received  per  1000  of  popula- 
tion in  each  group  of  cities  in  the  two  countries  : — 


Towns  having  a  Population  of 

Amount  of  Licence  Revenue  received 
per  1000  of  the  Population. 

United  Kingdom. 

United  States. 

Over  1,000,000 
500,000-1,000,000. 
250,000-500,000     . 
100,000-250,000     . 

50,000-100,000     . 

30,000-50,000 

£45 
47 
32 
39 
38 
43 

£509 
385 
378 
355 
336 
367 

Average 

£41 

£413 

Comparison  of  Separate  Cities 

A   comparison    of    individual    cities    in    the*  two 

countries  further  illustrates  the  difference  in  the  rate 

of  taxation.      The  following  table  gives  particulars 

of  the  average  rate  of  licence  duty  charged  for  public- 


PLATE  XIV. 

Amount  of  revenue  received  from  liquor  licences 
per  1,000  of  the  population  in  the  united  states 
and    the     United    Kingdom,     in    various    population 

groups. 
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500 

United  States.      I  1 
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1.000,000        1,000,000 
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house  licences  in  the  twenty-five  largest  cities  in  (a) 
the  United  States  and  (b)  the  United  Kingdom  : — 
Bates  of  Licence  Duty  in  Largest  Cities 


United  States. 

United  Kingdom. 

Town. 

Population 
(1900). 

Average 
Rate  of 
Licence 
Duty. 

Town. 

Population 
(1901). 

Average 
Rate  of 
Licence 
Duty. 

New  York  (Bo- 
rough of  Man- 
hattan and  the 
Bronx) l  . 

Chicago 

Philadelphia 

Brooklyn  1 

St.  Louis    . 

Boston 

Baltimore  . 

Cleveland  . 

Buffalo 

San  Francisco 

Cincinnati 

Pittsburg    . 

Detroit 

Milwaukee 

Washington 

Newark 

Jersey  City 

Louisville  . 

Minneapolis 

Providence 

Indianapolis    '    . 

Kansas  City 

St.  Paul      . 

Rochester  . 

Denver 

2,050,600 
1,698,575 
1,293,697 
1,166,582 
575,238 
560,892 
508,957 
381,768 
352,387 
342,782 
325,902 
321,616 
285,704 
285,315 
278,718 
246,070 
206,433 
204,731 
202,718 
175,597 
169,164 
163,752 
163,065 
162,608 
133,859 

£245 
105  " 
225 
200 
125 
310 
55  3 
75  2 
155 
22  4 
75  2 
225 
105 
45 
165  6 
555 
55  5 
65 
205 
85 
75 
175 
205 
155 
125 

London 

Glasgow 

Liverpool  . 

Manchester 

Birmingham 

Leeds 

Sheffield     . 

Belfast 

Bristol 

Edinburgh 

Dublin 

Bradford    . 

West  Ham 

HuU 

Nottingham 

Salford       . 

Newcastle  . 

Leicester     . 

Portsmouth 

Bolton 

Cardiff 

Dundee 

Aberdeen   . 

Sunderland 

Oldham 

4,536,541 
761,709 
684,958 
543,872 
522,204 
428,968 
380,793 
349,180 
328,945 
316,837 
290,638 
279,767 
267,358 
240,259 
239,743 
220,957 
215,328 
211,579 
188,133 
168,215 
164,333 
161,173 
153,503 
146,077 
137,246 

£38 
22 
28 
36 
30 
32 
26 
18 
24 
24 
19 
30 
40 
28 
29 
35 
33 
29 
21 
31 
39 
21 
22 
28 
29 

Average 

490,269 

£133 

Average 

477,532 

£28 

1  See  footnote  p.  128.  2  Now  £205. 

3  Now  (1908)  £105  ;  to  be  increased  to  £155  in  1909,  and  £205  in  1910. 

4  Now  £105.  5  Now  £65.  8  Now  £325. 

II 
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Taking  the  cities,  therefore,  without  selection,  in 
simple  order  of  size,  it  will  be  seen  that  the  average 
rate  of  duty  for  publicans'  licences  in  the  American 
cities  is  from  four  to  five  times  greater  than  the 
average  rate  of  duty  in  the  largest  cities  in  the 
United  Kingdom. 

Proceeds  of  Publicans'  Licences  in 
Largest  Cities 

If,  instead  of  the  rates  of  duty,  we  compare  the 
proceeds  of  the  duties  in  the  same  cities,  the  extent 
of  the  difference  in  the  standards  of  licence  taxation 
in  the  two  countries  is  more  easily  realised.  The 
following  table  gives  the  total  revenue  from  public- 
houses,  and  the  revenue  per  1000  of  the  population, 
for  each  of  the  twenty -five  largest  cities  in  the 
United  States  and  in  the  United  Kingdom  : — 


[Table 


PLATE  XV. 


Average    rate    of    licence    duty    patd    by    publicans 

in   the   25  largest  cities  in   the    united   states  and 

the  United  Kingdom. 
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The  difference  in  the  amount  of  licence  revenue 
received  in  English  and  American  cities  respectively 
is,  of  course,  chiefly  due  to  the  much  higher  rates  of 
licence  duty  charged  in  American  cities ;  but  it  is 
not  entirely  due  to  that.  In  some  cases  the  ratio  of 
public-houses  to  population  is  actually  greater  in  the 
American  cities  than  in  corresponding  British  cities. 
This  is  explained  by  the  facts,  first,  that  the  ratio  of 
public -houses  to  population  has  always  been  much 
higher  in  the  cities  of  the  United  States  than  in  the 
cities  of  the  United  Kingdom,  and  that,  powerful  as  the 
effect  of  high  licence  has  been  in  certain  cities,  taxation 
generally  has  not  yet  reached  a  limit  at  which  it  can 
operate  as  a  full  economic  check  upon  the  number  of 
licences  ;  and,  second,  that  the  ratio  of  licences,  other 
than  publicans'  licences,  is  much  smaller  in  the 
United  States  than  in  the  United  Kingdom. 

Particulars  published  in  the  unabridged  editions1 
of  this  volume  for  certain  selected  towns  show  that, 
while  the  ratio  of  public-houses  to  population  is  dis- 
tinctly higher  in  the  American  towns,  the  addition  of 
the  beer-houses  makes  the  ratio  of  all  '  on '  licences 
hio-her  in  the  English  towns  than  in  the  American 
towns  ;  while  the  ratio  of  '  off '  licences  is  four  times  as 
oreat  in  the  English  towns  as  in  the  American  towns. 
If  we  take  '  on'  and  '  off'  licences  together,  the  ratio 
is  50  per  cent  higher  in  the  English  towns  than  in  the 
American  towns.  The  accompanying  diagram  (Plate 
XVI.),  which  is  based  on  a  comparison  of  similar  towns 

1  Pp.  271-274. 
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The   number    of  'on'  and  'off'  licences    per   1,000 
of  population    in    representative    towns  of  approxi- 
mately   equal    size    in    the    united    states    and    in 
the  United  Kingdom. 

Licences    per    1,000    of    Population. 
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of    approximately    equal    populations    iu    the 
countries,  makes  the  position  clear. 


two 


Revenue  from  all  Kinds  of  Liquor  Licences 
(Wholesale  and  Retail) 

In  view  of  these  differences  it  will  be  well  to  carry 
the  comnarison  of  licence  revenue  further,  and  to 
compare  the  actual  receipts  from  all  kinds  of  liquor 
licences  (dealers  and  retail)  for  separate  cities  in  the 
two  countries. 

We  give  a  few  illustrations  only,  selecting  those 
cities  in  England  which  show  the  highest  revenue 
from  liquor  licences  : — 


American  Cities. 

English  Cities. 

Total  Annual 

Total  Annual 

City. 

Population. 

Receipts 

from  Liquor 

Licences. 

City. 

Population. 

Receipts 

from  Liquor 

Licences. 

Greater  New 

York 

3,437,202 

£2,319,590 

London 

4,536,541 

£274,578 

St.  Louis 

575,238 

291,300 

Liverpool  . 

684,958 

55,813 

Boston 

560,892 

300,658 

Manchester 

543,872 

29,326 

Cleveland1   . 

381,768 

136,500 

Sheffield      . 

380,79:J 

19,127 

Detroit 

285,704 

111,532 

Bradford     . 

279,767 

11,415 

Minneapolis  . 

202,718 

72,160 

N'castle-on-TyiR- 

215,328 

15,783 

St.  Paul 

163,065 

81,590 

Cardiff 

164,333 

9,681 

Fall  River     . 

104,863 

42,725 

Southampton 

104,824 

7,720 

Lawrence 

62,559 

32,979 

West  Hartlepool 

62,627 

2,204 

Duluth 

52,969 

34,235 

Tynemouth 

51,366 

4,400 

Waterbury    . 

45,859 

15,867 

Carlisle 

45,480 

Superior 

31,091 

14,980 

Peterborough 

30,872 

2,091 

It  will  thus  be  seen  that  the  American  cities 
receive  from  five  to  ten  times  (in  one  case  even 
fifteen  times)  as  much  revenue  from  liquor  licence-  as 

1  Rate  of  licence  duty  since  increased  from  £75  to  £205. 
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is  received  in  corresponding  English  cities.  New 
York,  with  a  million  fewer  people,  receives  from 
eight  to  nine  times  as  much  from  liquor  licences 
as  is  received  in  London.  Boston  receives  ten 
times  as  much  as  Manchester ;  Detroit  ten  times 
as  much  as  Bradford ;  St.  Paul  eight  times  as 
much  as  Cardiff ;  while  Lawrence  actually  receives 
fifteen  times  as  much  revenue  from  liquor  licences 
as  is  received  in  the  slightly  larger  town  of  West 
Hartlepool. 

Receipts  on  Basis  of  Population 

The  difference  in  the  receipts  can  be  indicated  in 
another  way  by  eliminating  differences  in  population, 
and  estimating  what  English  cities  would  receive 
from  liquor  licences  if  they  obtained  a  revenue  on  a 
proportionate  basis  to  the  American  cities. 

London  now  receives  slightly  less  than  £275,000 
per  annum.1  If  it  received  the  same  amount  of  licence 
revenue  per  1000  of  the  population  that  is  obtained 
in  Philadelphia,  it  would  receive  £1,645,000  ;  if  in 
the  same  proportion  as  in  Denver,  £2,027,000  ;  as  in 
Omaha,  £2,097,000  ;  in  Superior,  £2,185,000';  in  St. 
Paul,  £2,269,000;  in  St.  Louis,  £2,297,000;  in 
Boston,  £2,431,500;  or  in  Lawrence,  £2,391,500: 
while  if  it  received  the  same  amount  in  proportion  to 
population  that  is  received  in  Greater  New  York  it 
would  receive  over  three  millions  sterling  annually 

1  1901.     In  1907-8  the  receipts  were  £263,000. 
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Total   annual    receipts    from    liquor    licences 

(dealers'  and  retail)  in  american  and  english 
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(£3,062,165), —  an  excess  over  its  present  licence 
revenue  of  more  than  £2,787,000,  or  a  sum  equal  to 
a  rate  of  Is.  3d.  in  the  £,  or  to  nearly  one-half 
(44  per  cent)  of  the  entire  revenue  of  the  London 
County  Council  raised  in   1907-8  by  rates. 

But  the  case  of  London  is  not  exceptional.  If 
space  permitted  we  could  show  equally  impressive 
figures  for  the  whole  of  the  British  and  Irish  cities. 
As  it  is,  we  will  content  ourselves  with  referring  to 
the  twenty  next  largest  cities  only.  For  the  sake  of 
brevity  we  will  select  only  a  few  American  cities  for 
comparison,  each  representing  a  different  State.     To 


the    figures    in   tabular 


form 


What  the  Annual  Receipts  would  be  if  same  amount  were 

Present 

received  per  1000  of  population  as  in  the  following 

Annual 

American  Cities 

: — 

City. 

Receipts 
from 

Liquor 

Boston 

St.  Louis 

Duluth 

Superior 

Buffalo 

Licences. 

(pop. 

(pop. 

(pop. 

(pop. 

(pop. 

560,892). 

575,238). 

52,9(59). 

31,091). 

352,387). 

Glasgow 

£39,753 

£408,300 

£385,700 

£492.300 

£367,000 

£524,800 

Liverpool    . 

55,813 

367,100 

346,900 

442,700 

330,000 

471,900 

Manchester 

29,326 

291,500 

275,400 

351,500 

262,000 

374,700 

Birmingham 

27,229 

279,900 

264,400 

337,500 

251,600 

359,800 

Leeds 

15,340 

229,900 

217,200 

277,200 

206,700 

295,600 

Sheffield      . 

19,127 

204,100 

192,800 

246,100 

183,500 

262,400 

Belfast 

20,856 

187,200 

176,800 

225,700 

168,200 

240,600- 

Bristol 

16,195 

176,300 

166,600 

212,500 

158,500 

226,600 

Edinburgh  . 

15,259 

169,800 

160,400 

204,700 

152,600 

218,300 

Dublin 

20,854 

155,800 

147,200 

187,800 

140,000 

200,300 

Bradford     . 

11,415 

150,000 

141,700 

1S0,800 

134,800 

192,800 

West  Ham  . 

7,318 

143,300 

135,400 

172,800 

128,800 

184,200 

Hull 

11,216 

128,800 

121,700 

155,200 

115,800 

165,500 

Nottingham 

14,621 

128,500 

121,400 

154,900 

115,500 

165,200 

Sal  ford 

6,928 

118,400 

111,900 

142,800 

106,500 

152,200 

Newcastle    . 

15,788 

115,400 

109,000 

139,100 

103,700 

148,300 

Leicester 

10,562 

113,400 

107,200 

136,700 

102,000 

145,800 

Portsmouth 

10,955 

100,800 

95,300 

121,600 

90,600 

1  •-".),  600 

Bolton 

6,480 

90,200 

85,200 

108,700 

81,000 

115,900 

Cardiff 

9,681 

88,100 

83,200 

106,200 

79,200 

113,200 
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Towns  of  less  than  30,000  Inhabitants 

The  difference  in  the  rates  of  taxation  in  the  two 
countries  is  not  confined  to  the  large  cities.  A 
similar  disparity  exists  in  the  rates  of  licence  duty 
imposed  on  publicans  in  towns  having  less  than 
30,000  inhabitants.  In  the  United  Kingdom  the 
average  rates  of  licence  duty  charged  on  publicans' 
licences  in  various  groups  of  towns  are  as  under  : — 


Towns  having  a 
Population  of 

Average  Kate  of  Duty 
(Publicans). 

20,000-30,000 

10,000-20,000 

5,000-10,000 

Under   5000 

£          s. 
21       15 
19      10 
17         6 
13        5 

These  rates  are  considerably  lower  than  those  charged 
in  similar  towns  in  the  United  States.  The  differ- 
ence is  marked  even  if  the  comparison  be  made 
with  States  which  impose  the  lowest  rates  of  licence 
duty.  Thus  in  New  Jersey,  where  the  rate  of 
taxation  is  unusually  low,  the  minimum  rate  of 
duty  is  £25  in  towns  having  less  than  3000  in- 
habitants ;  £35  in  towns  having  from  3000  to 
10,000  inhabitants ;  and  £65  in  all  towns  having 
more  than  10,000  inhabitants.  These  duties  are, 
however,  exceptionally  low,  and  consequently  the 
number  of  licences  taken  out  in  the  State  is  very 
large.  In  the  majority  of  States  the  rates  for 
small    places     are    much    higher.       In     Ohio,    every 
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publican,  no  matter  how  small  the  town,  pays  a 
combined  licence  duty  (State  and  Federal)  of  £205 
per  annum.  In  the  State  of  Illinois,  no  publican  can 
pay  less  than  £105  per  annum.  In  the  State  of 
Oregon,  which  has  only  three  towns  with  more  than 
5000  inhabitants,  and  only  one  of  any  considerable 
size,  the  duty  cannot  be  less  than  £85  (i.e.  State 
duty  £80  and  Federal  duty  £5). 

In  the  State  of  Missouri,  which  has  a  popula- 
tion of  over  three  millions  distributed  at  the  rate 
of  forty-five  persons  to  the  square  mile,  but  only 
seven  towns  or  cities  above  10,000,  the  combined 
licence  duty  varies  greatly.  In  one  town  of  4000 
inhabitants  it  is  actually  £525  per  annum,  while  in 
fifty  others  it  varies  from  £200  to  £400.  Naturally, 
these  rates  tend  to  restrict  the  number  of  licences 
taken  out.  In  the  State  of  Michigan,  which  has  a 
population  of  2,420,000  persons,  but  only  seven 
towns  above  20,000  inhabitants  and  only  three  with 
more  than  30,000  inhabitants,  the  combined  duty 
cannot  be  less  than  £105  per  annum.  This  rate  is, 
however,  far  from  prohibitive.  The  total  receipts 
from  liquor  licences  in  the  State  average  £210  per 
1000  of  the  population,  which  is  exactly  four  times 
the  average  receipts  from  similar  licences  per  1000  of 
the  population  in  the  United  Kingdom. 

Sometimes,  as  will  be  gathered  from  what  has 
already  been  said,  the  duties  in  particular  towns  in 
America  are  deliberately  made  prohibitive.  Thus,  in 
the  small  town  of  Way cross,  in  the  State  of  Georgia, 
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where  the  population  at  the  last  census  was  only 
5919,  the  licence  duty  for  saloons  has  been  fixed 
during  the  last  sixteen  years  at  the  impossible  rate  of 
$30,000  (£6000).  Needless  to  say,  no  one  has  ever 
applied  for  a  licence.  On  the  other  hand,  apparently 
prohibitive  rates  of  duty  are  not  always  actually 
prohibitive.  Thus,  in  the  small  town  of  Charlottes- 
ville, Virginia,  where  the  population  in  1900  was 
only  6449,  the  municipal  licence  duty  for  saloons  was 
raised  in  1903  from  £32  to  £80.  In  addition  to 
this  sum  each  publican  has  to  pay  separate  State  and 
Federal  licence  duties,  making  a  total  payment  of 
from  £120  to  £160  per  annum.  Nevertheless  there 
are  actually  sixteen  saloons  in  the  town,  the  increase 
of  duty  in  1903  having  reduced  the  number  by  five. 
Figures  of  this  kind  suggest  very  powerfully  the 
taxable  'capacity  of  the  liquor  trade. 

Licence  Taxation  in  the  Rural  Districts 

Even  more  surprising  are  the  relatively  high 
licence  duties  charged  in  the  rural  districts  of 
America.  In  South  Dakota,  which  is  essentially  a 
rural  State,  having  only  two  towns  with  more  than 
5000  inhabitants,  the  county  licence  duty  cannot  be 
less  than  £80  per  annum,  in  addition  to  the  Federal 
tax  of  £5.  Local  municipal  authorities  have  the 
right  to  impose  an  additional  duty  of  from  £40  to 
£120.  The  thinly-peopled  country  districts  in  the 
State  are  principally  under  local  veto,  but  in  many 
of  the  '  villages '  and  '  towns '   which  correspond  to 


ix     TAXATION  IN  THE  UNITED  STATES    107 

our  rural  villages,  licences  are  taken  out.  In  Iowa, 
which  is  another  thinly -peopled  State,  the  licence 
tax  under  the  'Mulct'  law  cannot  be  less  than  £120. 
Liquor  saloons  have  been  sanctioned  in  about  one- 
half  of  the  counties  of  the  State.  In  Minnesota  the 
minimum  licence  duty  in  the  rural  districts  is  ,£100 
{plus  the  Federal  duty  of  £5),  or  such  higher  sum  as 
the  local  authorities  may  decide. 

Naturally,  these  high  duties  act  prohibitively  in 
many  districts,  and  this  result  is  often  deliberately 
aimed  at ;  but  there  is  abundant  evidence  to  show 
that,  even  in  the  smallest  country  places,  high  licence 
duties  are  readily  paid.  This  is  certainly  true  of 
the  State  of  Michigan,  for  certain  districts  of  which 
we  have  exact  information.  The  following  illustra- 
tions, which  refer  to  Jackson  county,  will  suffice  for 
our  present  purpose.  In  the  village  of  Brooklyn, 
which  is  situated  in  a  township  with  1579  inhabitants, 
and  which  has  itself  a  population  of  494  persons, 
there  are  two  saloons,  each  of  which  pays  a  combined 
licence  duty  of  £105  per  annum.  In  Parma  village, 
which  has  a  population  of  420  persons,  there  is  one 
saloon  paying  a  licence  duty  of  £105.  In  Spring- 
port,  which  is  a  small  village  situated  in  a  township 
with  a  total  population  of  1032  persons,  there  are  three 
saloons,  each  of  which  pays  an  annual  licence  duty  of 
£105.  In  Concord,  a  village  situated  in  a  township 
with  a  total  population  of  1330,  there  are  two  saloons, 
each  of  which  pays  £105  per  annum.  In  Grass  Lake 
village,  which  has  a  population  of  648  persons,  and  is 
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situated  in  a  township  with  a  total  population  of 
1623,  there  are  two  saloons,  each  of  which  pays  a 
licence  duty  of  £105.  In  the  township  of  Norvell 
(population  800)  there  is  one  saloon  paying  a  duty 
of  the  same  amount;  while  in  another  small  township 
(Munith)  there  are  two  saloons,  each  of  which  is 
charged  a  State  licence  duty  of  £100  and  a  Federal 
duty  of  £5.  These  figures  are  certainly  decisive  as 
to  the  value  of  the  privilege  which  a  licence  to  retail 
alcoholic  liquors  confers. 

In  the  rural  districts  of  the  United  Kingdom, 
the  average  sum  paid  for  a  publican's  licence  is 
under  £11. 


CHAPTER   X 

LICENCE    TAXATION    IN    THE    UNITED    STATES 

{continued) 

The  difference  in  the  standards  of  licence  taxation 
adopted  in  this  country  and  in  the  United  States 
receives  even  better  illustration  when  we  examine  the 
rates  of  duty  imposed  in  typical  North  Atlantic 
States,  where  the  social  and  economic  conditions 
most  nearly  approximate  to  those  in  the  United 
Kingdom,  and  compare  them  with  the  duties  imposed 
here.  In  the  unabridged  editions  -of  this  work 
(Chapter  X.)  detailed  comparisons  are  made  with  six 
of  these  States  (viz.  Connecticut,  Vermont,  New 
Hampshire,  Pennsylvania,  Massachusetts,  and  New 
York).  In  the  present  edition  it  is  necessary  to 
restrict  the  comparison  to  the  two  leading  States  in 
the  North  Atlantic  division.1 

1  Even  in  these  two  cases  limits  of  space  allow  of  no  more  than  a  sum- 
mary of  the  principal  figures  and  facts  ;  and  the  reader  who  wishes  to  find 
a  complete  survey  of  the  fiscal  treatment  of  the  liquor-seller  in  the  North 
Atlantic  States  is  referred  to  Chapter  X.  of  the  unabridged  editions  of  this 
work. 
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State  of  Massachusetts 

Population  No.  of  Persons 

(1900).  per  Square  Mile. 

2,805,346 349 

The  State  of  Massachusetts  offers  a  remarkable  illus- 
tration of  the  possibilities  of  the  high  licence  system. 
Although  far  less  thickly  populated  than  England, 
it  is,  nevertheless,  with  one  exception,  the  most  densely 
peopled  State  in  the  Union,  and  in  its  general  social 
and  economic  conditions  approaches  more  nearly  than 
any  other  State  to  the  conditions  which  prevail  here. 
There  are  altogether  nineteen  towns  or  cities  in  the 
State  with  a  population  exceeding  30,000,  and  of 
these  three  exceed  100,000,  the  largest  (Boston) 
having  a  population,  in  1900,  of  560,892. 

Introduction  of  High  Licence 

Prior  to  1888,  the  amount  of  the  licence  duty  or 
tax  was  comparatively  small  (averaging  £70),  and 
the  number  of  licences  taken  out  was  consequently 
excessive,  but  in  that  year  the  low  licence  system 
was  exchanged  for  one  of  high  licence,  the  immediate 
result  being  a  marked  diminution  in  the  number  of 
licences  but  a  considerable  increase  in  the  amount  of 
licence  revenue.  The  former  consequence  was,  how- 
ever, only  in  part  due  to  the  increase  of  the  licence 
duties,  an  additional  factor  being  a  statutory  limit, 
which  restricted  the  number  of  licences,  outside  the 
city  of  Boston,  to  1  for  every  1000  inhabitants.  In 
Boston   one   licence   was  allowed  for  every  500  in- 
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habitants,  but  a  subsequent  law  (1899)  limited  the 
possible  number  of  licences  to  be  granted  in  Boston 
to  a  maximum  of  one  thousand,  irrespective  of  all 
future  growth  in  population. 

The  change  effected  by  the  Act  is  indicated  by  the 
following  figures,  which  give  particulars  of  the  number 
of  licences  (all  kinds)  taken  out  in  the  State  in  certain 
years  under  the  old  system  and  in  certain  years  under 
the  new,  together  with  the  total  proceeds  of  the  licence 
duties  : — 


No.  of  Licences 

Total  Proceeds  of 

Year. 

(all  kinds). 

Licence  Duties.1 

Low  Licence — 

1881 

5144 

£122,239 

1886 

6382 

235,299 

High  Licence — 

1891 

4026 

444,839 

1896 

4218 

568,799 

1904 

4994  2 

672,119 

In  Boston,  the  principal  city  of  the  State,  the  number 
of  saloon  licences  fell  from  1131,  in  the  last  year  of 
the  old  system,  to  540  in  the  first  year  of  the  new, 
but  the  total  receipts  from  liquor  licences  increased 
by  more  than  40  per  cent.  At  the  present  time 
the  city  receives  over  £300,000  per  annum  from  its 
liquor  licences,  or  more  than  ten  times  as  much  as  is 
received  in  Manchester,  where  the  number  of  licences 
is  much  greater. 

1  The  figures  do  not  include  the  proceeds  of  the  Federal  tax  imposed  on 
all  liquor- sellers. 

2  Including  1067    to  druggists,   dealers  in   paints,  etc.,    and   114  club 
licences. 
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Under  the  new  law  liquor  licences  are  divided  into 
seven  classes,  of  which  two  refer  solely  to  druggists 
and  apothecaries  and  to  dealers  in  paints  or  in 
chemicals.  The  licence  duties  in  the  five  principal 
classes  are  as  follow  1 : — 

First  Class. — To  sell  alcoholic  liquor  of  any  kind,  to  be  drunk 
'on'  the  premises,  not  less  than  $1000  (£200). 

Second  Class. — To  sell  malt  liquors,  cider,  and  light  wines  '  on,' 
not  less  than  $250  (£50). 

Third  Class. — To  sell  malt  liquors  and  cider  '  on,'  not  less  than 
$250  (£50). 

Fourth  Class. — To  sell  liquors  of  any  kind,  for  'off'  con- 
sumption, not  less  than  $300  (£60). 

Fifth  Class. — To  sell  malt  liquors,  cider,  and  light  wines  '  off,' 
not  less  than  $150  (£30). 

The  first  class,  which  refers  to  ordinary  publicans, 
authorises  the  '  on '  sale  of  liquors  only,  so  that  a 
publican  who  wishes  to  sell  for  '  off '  consumption 
also  is  required  to  take  out  an  additional  licence  of 
the  fourth  class,  and  to  pay  the  duty  fixed  for  that 
class  of  licence.  This  is  done  in  a  vast  majority  of 
cases.  In  Boston,  for  example,  only  6  per  cent  of 
all  the  inn-holders  and  publicans  content  themselves 
with  an  '  on '  licence,  the  remaining  94  per  cent 
taking  out  an  additional  '  off '  licence.  This  fact 
has  been  allowed  for  in  the  subjoined  comparisons. 
Further,  it  is  to  be  noted  that  the  above  fees  are 
minimum  fees  only.  In  every  case  the  local  com- 
munity is  left  free  to  increase  the  amount  of  the 
licence  duty  at  its  discretion.  This  privilege  is  very 
freely    exercised,    and   in    the    principal    cities    the 

1  The  suras  stated  do  not  include  the  Federal  licence  tax  of  £5  per  annum. 


STATE  OF  MASSACHUSETTS  113 

statutory  licence  duty  for  '  on '  licences  is  frequently 
doubled.  In  a  few  cases  an  even  greater  increase  is 
made.1  Taking  fourteen  licence  cities  in  the  State 
which  have  a  population  exceeding  30,000,  the 
average  licence  duty  for  public-houses  is  £339,  or 
nine  times  the  average  duty  charged  in  London,  and 
more  than  sixteen  times  the  average  for  the  whole  of 
England !     If  we  make  allowance  for  the  fact  that 

o 

the  licences  in  Massachusetts  are  six-day  licences 
only,  while  the  rates  quoted  for  London  and  England 
are  those  for  seven-day  licences,  the  difference  is  even 
greater. 

Comparison  with  United  Kingdom 

The  true  extent  of  the  difference  in  the  standards 
of  licence  taxation  is  set  forth  in  the  following 
table,  which  shows  the  average  rates  of  licence  duty 
charged  on  public-house  licences  in  various  popula- 
tion groups  in  (a)  Massachusetts  and  (b)  the  United 
Kingdom  : — 

1  The  tendency  in  recent  years  has  been  towards  the  imposition  of  higher 
duties,  and  this  largely  explains  the  increase  in  the  aggregate  proceeds  of  the 
duties  now  as  compared  with  the  first  few  years  of  the  high  licence  system. 


[Table 
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Population  Groups 
(Urban  only). 

Massachusetts. 

Average  Rate  of 
Licence  Duty. 

United  Kingdom. 

Average  Rate  of 
Licence  Duty. 

Over  500,000  . 
100,000-500,000       . 
50,000-100,000       . 
30,000-50,000 
20,000-30,000 
10,000-20,000 
5,000-10,000 
3,000-5,000 
Under  3,000     . 

£310 
363 
361 
333 
353 
305 
.320 
290 
278 

£33 

26 
24 
22 
22 
19 
17 
14 
13 

Average     . 

£324 

£21 

The  contrast  in  the  two  scales  of  taxation  is  almost 
startling.  In  the  first  group  of  cities  (i.e.  those 
having  more  than  500,000  inhabitants)  the  Massa- 
chusetts rate  of  duty  is  more  than  nine  times  as 
much  as  that  charged  in  corresponding  cities  in 
the  United  Kingdom.  In  the  next  five  groups  the 
taxation  is  from  fourteen  to  sixteen  times  as  much  ; 
while  in  the  last  three  groups  the  Massachusetts 
rates  are  from  nineteen  to  twenty -one  times  as 
much  as  the  rates  charged  in  similar  groups  of 
towns  in  this  country. 


Proceeds  in  the  United  Kingdom  at 
Massachusetts  Rates 

If  we  turn  from  the  rates  of  duty  to  a  comparison 
of  the  total  proceeds,  the  financial  significance  of  the 
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contrast  is  made  especially  clear.  At  the  present  time 
we  receive  from  publicans'  licences  in  the  urban  groups 
of  population  (U.K.)  only,  a  total  sum  of  £1,287,000. 
The  same  number  of  licences  would,  at  the  Massa- 
chusetts rates,  yield  no  less  than  £18,647,000.  It 
is  not  likely,  of  course,  that  the  actual  increase  in 
revenue  would  be  so  stupendous  as  is  suggested  by 
these  figures,  since  one  effect  of  adopting  the  Massa- 
chusetts rates  of  duty  would  unquestionably  be  a 
considerable  reduction  in  the  number  of  licences. 
But  even  if  the  number  of  licences  were  reduced  in 
this  way  to  the  same  ratio  as  in  Massachusetts — 
which  would  mean  the  suppression  of  nearly  28,000 
public-houses  in  the  cities  and  urban  districts  alone 
— the  revenue  from  publicans'  licences  in  the  United 
Kingdom  would  be  increased  by  upwards  of  £8,000,000 
per  annum. 

Proceeds  per  1000  of  Population 

We  may  show  the  contrast  in  another  way  by 
comparing  the  present  proceeds  of  the  publicans' 
licence  duties  in  various  population  groups  in  the 
United  Kingdom  with  the  revenue  that  would  be 
received  if  the  yield  of  the  duties  were  the  same  per 
1000  of  the  population  in  this  country  as  in  similar 
groups  in  Massachusetts  : — 


[Table 
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Population  Groups 
(Urban  only). 

Present  Proceeds 

of  Public-House 

Licence  Duties 

(U.K.). 

Proceeds  if  we 

receiver!  same  Amount 
per  1000  of  Population 

that  is  received  in 
similar  Groups 

in  Massachusetts. 

Over  500,000      . 
100,000-500,000 
50,000-100,000 
30,000-50,000 
20,000-30,000 
10,000-20,000 
5,000-10,000 
3,000-5,000 
Under  3,000 

£323,649 

234,608 

131,018 

126,496 

88,403 

154,823 

116,629 

66,780 

44,973 

£2,981,847 
1,981,029 
1,134,578 
945,969 
638,015 
989,444 
605,487 
266,764 
145,281 

Total    . 

£1,287,379 

£9,688,414 

The  increase  on  this  basis  would  be  not  less  than 
£8,401,000  per  annum.1 


Towns  over  30,000 

A  comparison  of  individual  towns  or  cities  further 
illustrates  the  difference  in  the  rates  and  proceeds  of 
licence  taxation  in  Massachusetts  and  in  the  United 
Kingdom.  In  the  former  State  there  are  fourteen 
licence  towns  (or  'cities')  having  a  population  ex- 
ceeding 30,000  for  which  detailed  particulars  are 
available.  The  average  rate  of  licence  duty  paid  by 
publicans  in  these  fourteen  towns  is  £346  as  against 
£30  in  fourteen  towns  of  approximately  similar  size 

1  If,  instead  of  confining  the  comparison  to  publicans'  licences  we  include 
all  licences  (wholesale  and  retail),  the  difference,  as  we  have  shown  in  the 
unabridged  editions,  is  even  greater. 
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in  the  United  Kingdom.1  In  other  words,  the 
Massachusetts  rates  are,  on  an  average,  between 
eleven  and  twelve  times  as  high  as  the  British  rates. 
The  contrast  is  illustrated  in  the  accompanying 
diagram  (Plate  XX.),  which  is  based  on  detailed 
figures  published  in  the  unabridged  editions. 

Proceeds  of  Duties  compared 

If  we  take  the  proceeds  of  the  duties  instead  of 
the  rates  of  duty  charged,  the  result  is  equally 
striking.  The  total  proceeds  of  the  publicans' 
licence  duties  in  the  fourteen  Massachusetts  towns 
are  £490,000  (or  £363  per  1000  of  the  population), 
whereas  in  the  fourteen  British  towns  the  total 
receipts  from  publicans'  licences  are  only  £43,000 
(or  £32  per  1000  of  the  population). 

The  contrast  may  be  shown  in  a  different  way  by 
estimating  the  proceeds  in  individual  cities  on  a 
proportionate  basis.  London  now  receives  from  the 
whole  of  its  liquor  licences,  wholesale  and  retail,  about 
£275,000  -  per  annum.  If  it  received  the  same 
amount  of  licence  revenue  per  1000  of  the  population 
that  is  obtained  in  Boston,  it  would  receive  £2,431,500 
per  annum.  But  the  case  of  London  is  not  excep- 
tional. In  other  large-  cities  the  difference  is  equally 
striking  : — 

1  In  selecting  the  British  towns  preference  was  given  to  those  showing 
the  highest  rates  of  duty.  See  pp.  339-341  of  the  second  (unabridged) 
edition. 

2  1901.     In  1907-8  the  yield  was  £263,000. 
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Present 
Annual 

Receipts 
from 
Liquor 

Licences. 

What  the  Annual  Receipts  would  be  if  the  same  amount 
were  received  per   1000  of  Population  as  in  the 
following  Massachusetts  Cities  : — 

City. 

Boston 

(pop. 

560,892). 

Worcester 

(pop. 
118,421). 

Fall  River 

(pop. 
104.S63). 

Lowell 

(pop. 

94,969). 

Lawrence 

(pop. 
62,559). 

Glasgow     . 

Liverpool   . 

Manchester 

Birmingham 

Leeds 

Sheffield     . 

Belfast 

Bristol 

Edinburgh 

Dublin 

Bradford    . 

Nottingham 

£ 

39,753 
55,813 
29,326 
27,229 
15,340 
19,127 
20,856 
16,195 
15,259 
20,854 
11,415 
14,621 

£ 

408,300 
367,100 
291,500 
279,900 
229,900 
204,100 
187,200 
176,300 
169,800 
155,800 
150,000 
128,500 

£ 

267,000 
240,100 
190,700 
183,100 
150,400 
133,500 
122,400 
115,300 
111,100 
101,900 
98,100 
84,000 

£ 
310,200 
279,000 
221.500f 
212,700 
174,700 
155,100 
142,200 
134,000 
129,000 
118,400 
114,000 
97,600 

£ 
287,100 
258,100 
205,000 
196,800 
161,700 
143,500 
131,600 
124,000 
119,400 
109,500 
105,400 
90,300 

£ 
401,500 
361,100 
286,700 
275,300 
226,100 
200,700 
184,100 
173,400 
167,000 
153,200 
147,500 
126,400 

Small  Towns 

If  we  compare  towns  of  a  smaller  size,  the  same 
contrast  appears.  In  the  group  of  licence  towns  in 
Massachusetts  having  from  20,000  to  30,000  inhabi- 
tants, the  average  rate  of  duty  for  a  publican's  licence 
is  £353,  or  sixteen  times  the  average  rate  charged  in 
similar  towns  in  this  country.  In  towns  having  from 
10,000  to  20,000  inhabitants  the  average  rate  of 
licence  duty  is  £305,  as  against  £19  in  the  United 
Kingdom.  In  seventeen  Massachusetts  towns,  having 
from  5000  to  10,000  inhabitants,  the  average  rate  is 
£320,  as  against  £17  in  towns  of  the  same  size  in  the 
United  Kingdom.  Below  that  limit  the  contrast  is 
even  more  marked.  Thus,  in  fifteen  licence  towns  in 
Massachusetts  having  from  3000  to  5000  inhabitants, 
the  average  licence  duty  paid  by  publicans  is  £290, 
as 'against  £14  in  urban  districts  of  the  same  size  in 
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the  United  Kingdom ;  while  in  thirty-one  Massa- 
chusetts towns  having  from  700  to  3000  inhabitants 
the  rate  of  duty  is  actually  £278,  or  more  than  twenty- 
one  times  the  average  rate  charged  in  similar  urban 
districts  in  this  country.  Naturally,  the  ratio  of 
licences  to  population  is  lower  in  Massachusetts  than 
in  the  United  Kingdom,  but  this  is  due  only  in  part 
to  the  high  rates  of  licence  duty  charged,  chief 
reliance  being  placed  upon  the  statutory  limitation 
which  restricts  the  number  of  licences  (all  kinds)  to 
one  for  every  1000  inhabitants.  Certainly  the  high 
rate  of  taxation  is  not  found  to  be  prohibitive.  The 
licence  duties  are  readily  paid,  and,  as  we  are  in- 
formed,1 there  is  "  not  much  complaint  of  the  size  of 
the  tax."  Of  course,  there  are  grumblers,  but  "  almost 
always  we  hear  of  an  excess  of  applicants." 

No  Exemption  from  Ordinary  Taxation 

As  we  have  already  pointed  out,  these  high  licence 
duties  in  no  way  absolve  the  American  publican  from 
payment  of  his  share  of  ordinary  State  and  local  taxa- 
tion. They  are  special  and  independent  taxes  which 
he  pays  over  and  above  his  ordinary  taxes.  In  this 
respect  he  stands  in  precisely  the  same  position  as  the 
English  publican.  In  the  United  States  the  basis  for 
local  and  State  taxation  is  real  estate  and  personal  pro- 
perty. The  Federal  taxation  takes  the  form  of  special 
excise  taxes  and  customs  duties.  In  the  State  of  Massa- 
chusetts the  tax  levied  on  all  real  estate  and  personal 

1  Letter    from    the    Secretary    of    the    Massachusetts   Total    Abstinence 
Society. 
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property  is  also  levied  upon  all  incomes  over  a  certain 
amount,  when  derived  from  a  profession,  trade,  or 
employment.  In  Boston,  where  the  assessments  are 
said  to  be  high,  the  rate  of  tax  on  real  estate  and 
personal  property  is  $15'20  (£3:3:4)  per  $1000 
(£200).*  This  is  practically  the  same  rate  as  is 
charged  in  New  York  city.  As  applied  to  real  estate 
it  includes  all  land  and  the  buildings  erected  on  the 
same.  As  applied  to  personal  estate  it  includes  all 
goods,  chattels,2  money  and  effects  wherever  located ; 
money  at  interest  and  debts  due,  public  stocks, 
securities,  etc.  It  also  applies  to  the  income  from  an 
annuity  and  the  excess  above  $2000  (£400)  of  the 
income  from  a  profession,  trade,  or  employment.8 

A  brewer  in  Massachusetts,  therefore,  pays  on  (1) 
his  real  estate  ;  (2)  the  value  of  his  personal  property, 
including  stock,  plant,  machinery,  etc. ;  and  (3)  all 
profits  exceeding  the  sum  of  £400  per  annum.  A 
publican  also  pays  on  (1)  his  real  estate;  (2)  his 
personal  property,  including  fixtures,  stock,  etc.  ;  and 
(3)  all  profits  above  £400  per  annum.  In  other 
words,  he  is  treated  as  an  ordinary  tradesman  is 
treated,   except  that,  over    and  above   his   ordinary 

1  This  rate  is  assigned  to  State,  county,  and  city  purposes  in  the  following 
proportions:  State  tax,  $1"27  ;  county  tax,  90  cents;  city  tax,  $13 '03. 
Of  the  city  rate  $2-94  (12s.  3d.)  is  appropriated  to  public  school  expendi- 
ture. 

a  The  following  forms  of  personal  property  are  exempt  from  taxation  : 
the  wearing  apparel  and  farming  utensils  of  every  person  ;  his  household 
furniture  not  exceeding  $1000  (£200)  in  value  ;  and  the  necessary  tools  of  a 
mechanic  not  exceeding  $300  (£60)  in  value. 

8  In  addition  to  the  above  taxation,  a  poll  tax  of  two  dollars  (8s.  4d.)  is 
assessed  on  every  male  inhabitant  of  the  State  above  the  age  of  twenty  years, 
whether  a  citizen  of  the  United  States  or  an  alien. 
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taxes,  he  pays  a  high  licence  duty  which  averages 
£324  in  the  State  as  a  whole  as  against  £21  in  the 
United  Kingdom. 

So  far  as  the  interests  of  temperance  and  public 
order  are  concerned,  it  may  be  remarked  that  the 
general  results  of  the  high  licence  system  in  Massa- 
chusetts appear  to  be  satisfactory.  A  careful  observa- 
tion of  the  working  of  the  law,  made  by  one  of  the 
present  writers,  shows  that  the  State  is  comparatively 
free  from  that  "  underground  "  and  illicit  traffic  which 
has  disfigured  the  administration  of  the  liquor  laws  in 
Philadelphia  and  certain  other  towns.  This  conclu- 
sion is  confirmed  by  the  Secretary  of  the  Massa- 
chusetts Total  Abstinence  Society,  who  testifies  that 
our  personal  impression  of  the  ease  with  which  the 
licence  duties  are  paid  and  of  the  comparative  freedom 
of  the  State  from  illicit  traffic  is  "  entirely  correct." 
Massachusetts,  in  short,  offers  us  a  striking  illustra- 
tion of  a  system  which  adds  considerably  to  public 
revenue  and,  at  the  same  time,  advances  the  interests 
of  temperance.  Under  the  system  of  licensing  there 
established  the  number  and  ratio  of  licences  have  been 
reduced  to  a  level  far  below  the  number  and  ratio 
formerly  in  force,  and  considerably  below  the  ratio  in 
this  country,  while,  at  the  same  time,  the  revenue 
has  been  increased  by  nearly  190  per  cent.  Its 
importance  as  an  object-lesson  for  this  country  is 
made  plain  by  the  fact  that,  if  the  Massachusetts 
rates  of  licence  duty  and  the  Massachusetts  ratio  of 
licences  to  population  were  adopted  here,  no  fewer 
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than  27,725  publicans'  licences  (or  nearly  one-half  of 
the  present  number)  would  disappear  from  the  urban 
districts  alone,  while  the  revenue  from  publicans' 
licences  would  be  increased  by  nearly  £8,500,000  per 


annum. 


State  of  New  York 


Population  No.  of  Persons 

(1900).  per  Square  Mile. 

7,268,894 153 

New  York  State,  which  has  the  largest  population 
of  any  State  in  the  Union,  is  also  one  of  the  most 
distinctively  urban  States.  No  less  than  71  per 
cent  of  the  population  live  in  places  having  more 
than  4000  inhabitants,  as  against  37  per  cent 
in  the  United  States  as  a  whole.  Of  its  incorpor- 
ated towns  and  cities,  forty  have  upwards  of  10,000 
inhabitants. 

Prior  to  the  adoption  of  the  '  Raines '  law  in 
1896,  the  excise  system  in  New  York  State  was 
unsatisfactory,  and,  in  the  eighties  especially,  viola- 
tions of  the  law  were  frequent  and  serious. 

The  licence  duties  were  very  low,  for,  although 
the  law  gave  discretionary  power  to  the  Excise 
Commissioners  to  charge  a  publican  from  £15  to  £50, 
that  discretion,  in  the  early  eighties,  was  uniformly 
held  to  mean  the  minimum  duty  of  £15,  which 
accordingly  was  the  sum  charged  in  New  York  city. 
The  number  of  licences  issued  was  consequently  large 
and  entirely  out  of  proportion  to  public  need.  In 
1883  the  New  York  Church  Temperance  Society,  im- 
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pressed  by  the  fact  that  so  many  saloons  were  "  a 
danger  to  the  city,"  proposed  to  increase  the  licence 
duty  to  a  minimum  of  £100,  which  sum,  they  held, 
even  if  it  diminished  the  number  of  saloons  by  75 
per  cent,  "  would  yet  double  the  revenue  received 
from  licences  by  the  city." 

Nothing,  however,  was  done  in  this  direction  until 
1887,  when  a  new  Board  of  Excise  Commissioners, 
impressed  with  the  conviction  that  the  existing 
number  of  licences  was  "  wholly  inconsistent  with  a 
high  degree  of  public  morality  and  safety,"  fixed  the 
fee  for  a  publican's  licence  at  £40. 

The  increase  in  the  amount  of  duty,  taken  in  con- 
junction with  the  new  rule  of  the  Excise  Board  that 
no  new  licence  for  a  bar-room  was  to  be  issued  except 
on  the  surrender  of  an  old  one,1  appears  to  have  had 
a  definite  effect  upon  the  number  of  licences  ;  for, 
while  in  the  year  ended  April  30,  1886,  the  number 
of  'on'  licences  (i.e.  public-houses,  hotels,  and  beer- 
houses) had  been  9056,  or  6*51  per  1000  of  the 
population,  by  1888  the  number  had  fallen  to  7649, 
or  5"26  per  1000  of  the  population. 

Except  for  the  passing  of  the  Consolidating  Act 
of  1892,  which  graded  the  licences  into  six  classes, 
no  further  important  change  seems  to  have  been 
made  until  the  end  of  1895,  when  the  Board  of  Excise 
raised  the  duty  to  £50. 

The    new    rate    of    duty    had,    however,    hardly 

1  This  rule  naturally  led  to  a  progressive  diminution  of  beer-houses, 
which  acquired  a  distinct  value  for  '  surrender '  purposes,  the  new  licences 
taken  out  being  invariably  '  full '  licences. 
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begun  to  take  effect  before  it  was  annulled  by  the 
establishment  of  a  system  of  high  licence  under  the 
so-called  '  Raines '  law. 

The  '  Raines  '  Law 

The  Liquor  Tax  ('  Raines  ')  Law  of  the  State  of 
New  York  is  one  of  high  licence  and  local  option.  It 
was  passed  in  March  1896,  and  came  into  force  on 
May  1st  of  the  same  year.  The  law  involved  "  a 
new  and  radical  departure  from  the  principle  of 
local  control "  which  for  over  three  hundred  years 
had  largely  governed  the  treatment  of  the  question 
in  the  State  of  New  York.  It  abolished  all  local 
boards  having  jurisdiction  to  issue  licences  for  the 
sale  of  liquor,  and  placed  the  whole  matter  under 
State  supervision.  At  the  head  of  the  new  adminis- 
tration is  placed  a  State  Commissioner  of  Excise, 
appointed  by  the  Governor  of  the  State  with  the 
advice  and  consent  of  the  Senate. 

Subject  to  the  adoption  by  any  place  (not  a 
'  city ' l)  of  local  veto,  no  limit  is  put  upon  the 
number  of  licences  of  any  class  that  shall  be  issued, 
reliance  being  apparently  chiefly  placed  upon  the 
amount  of  the  excise  tax  to  furnish  the  needful 
check.  Any  one  desiring  to  obtain  a  licence  must 
submit  a  signed  and  sworn  statement  to  the  county 
treasurer  or  official  deputy  commissioner,  in  which 
shall  be  stated,  among  other  matters,  the  facts  as 
to  his  citizenship,  the  premises  to  be  used,  and  the 

1  The  local  option  clauses  do  not  apply  to  '  cities. ' 
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precise  location  of  the  bar.  He  must  also  furnish 
specific  evidence  as  to  his  character  and  fitness.  The 
law  further  imposes  certain  prohibitions,  both  as  to 
the  persons  who  may  be  licensed  and  the  premises 
for  which  a  licence  is  desired.  There  is  also  power 
to  revoke  or  cancel  a  licence  for  cause  shown. 

Rate  of  Licence  Duty 

Under  the  '  Raines '  law  all  places  where  alcoholic 
liquor  is  sold  for  consumption  on  the  premises  are 
treated  alike,  and  pay  the  same  licence  duty  or  tax. 
No  distinction  is  made  between  beer  saloons,  clubs, 
restaurants,  hotels,  and  ordinary  public-houses.  All 
are  required  to  pay  the  same  amount  of  licence  duty. 
The  scale  of  duty  is  graded  according  to  the  popula- 
tion of  a  town  or  city,  and  the  amount  of  duty  is  the 
same  for  all  saloons  in  a  town,  regardless  of  the  size 
or  location  of  the  premises.  The  scale  as  fixed  in 
1896  ranged  from  £20  per  annum  for  saloons  in 
towns  or  villages  of  less  than  1200  inhabitants,  to 
£160  per  annum  in  cities  having  1,500,000  or  more 
inhabitants.  In  addition  to  these  sums  every  liquor 
seller  was  required  to  pay  the  Federal  tax  of  £5. 

Taking  the  highest  sums  previously  paid,  the  new 
licence  taxes  represented  an  increase  of  from  150  to 
300  per  cent. 

Effect  in  reducing  Licences 

The  effect  of  this  great  increase  in  taxation  (which 
was  not  confined  to  public-houses)  upon  the  number 
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of  licences  taken  out  was  much  less  marked.  The 
official  figures,  which  do  not  distinguish  between  the 
different  classes  of  licence,  point  to  a  reduction  of 
6588  licences  (all  kinds)  in  the  first  year,  but,  for 
reasons  which  we  have  given  elsewhere,  it  is  probable 
that  the  actual  reduction  was  much  less. 

A  clearer  indication  of  the  effect  of  the  new  law 
may  be  seen  by  comparing  the  number  of  licences 
issued  during  each  year  in  the  six  principal  cities : — 


City. 

Licences 

granted 

1895-96 

(Old  Law). 

Certificates 

issued 

1896-97 

(New  Law). 

New  York 

8906 

-7927 

Brooklyn 
Buffalo 

4702 
2418 

4025 
1885 

Kochester 

669 

596 

Albany . 
Syracuse 

744 
706 

559 
515 

These  figures  show  a  reduction  in  licences  ranging 
from  11  per  cent  in  New  York,  and  14  per  cent  in 
Brooklyn,  to  22  per  cent  in  Buffalo  and  25  per  cent 
in  Albany.  That  the  reduction  was  not  more  marked 
in  New  York  city  is  eloquent  testimony  to  the 
lucrativeness  of  the  traffic  and  strong  presumptive 
evidence  that  the  increased  taxation  did  not  exhaust 
the  taxable  capacity  of  the  trade.  This  was  con- 
clusively proved  seven  years  later,  when  the  licence 
taxes  were  still  further  increased.  So  far  as  the  'on' 
licences  were  concerned,  the  increased  taxation  chiefly 
affected  the  small  beer  saloons,  nearly  all  of  which 
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were  stamped  out.  In  New  York  city  alone  some 
400  of  these  small  beer  saloons  found  themselves 
unable  to  pay  the  "  sixteen-fold  increase  of  the  tax." 
These  shops  were  scattered  through  the  tenement 
districts,  where  they  carried  on  a  more  or  less  pre- 
carious business. 

Financial  Results 

The  financial  results  were  much  more  substantial 
and  direct,  resulting  in  a  single  year  in  an  aggregate 
increase  of  revenue  for  the  State  of  upwards  of  a 
million  and  a  half  sterling.  The  following  figures 
show  the  net  revenue  received  for  liquor  licences  (all 
kinds)  in  the  State  in  (a)  the  last  year  of  the  old  law, 
and  (b)  each  of  the  first  three  years  under  the  new 
law  : — 

Year  ending  April  30.  Net  Receipts. 

Old  Law — 

1896 £584,254 

New  Law— 

1897   .  ...  2,133,149 

1898 2,327,658 

1899 2,329,791 

The  actual  increase  in  liquor  licence  revenue  in  the 
State  in  the  first  year  was  thus  £1,548,895,  an 
advance  that  was  subsequently  fully  maintained.1 

In  the  principal  cities  the  financial  results  were 
equally  marked,  representing  an  annual  increase  in 
revenue  of  from  175  to  363  per  cent. 

1  The  sums  shown  above  do  not  include  the  proceeds  of  the  licence  bixe.s 
imposed  by  the  Federal  Government,  which  represented  a  further  annual 
sum  of  £180,000. 
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Further  Increase  of  the  Duties 

The  scale  of  licence  duties  fixed  by  the  law  of 
1896  continued  in  force  until  April  1903,  when  an 
Amending  Act  (Cap.  115)  was  passed,  which  increased 
the  duties  by  no  less  than  50  per  cent,  and  provided 
that  thereafter  one-half  instead  of  one-third  of  the 
revenue  therefrom  should  go  into  the  State  Treasury, 
the  remaining  one-half  being  appropriated  to  the 
towns  and  cities. 

The  primary  object  of  the  increase,  as  also  of  the 
change  in  the  allocation  of  the  proceeds  of  the  duties, 
was  to  get  rid  of  State  taxes  on  local  real  estate  and 
personalty  ;  and  a  widespread  conviction  that  the 
liquor  trade  was,  even  under  the  revised  scale  of  taxes 
enacted  in  1896,  still  under-taxed,  made  the  experi- 
ment easy  of  accomplishment.  The  result  showed 
conclusively  that  the  belief  in  the  greater  taxable 
capacity  of  the  liquor  trade  was  well  founded.  The 
sudden  and  substantial  increase  of  the  licence  duties 
had  no  appreciable  effect  upon  the  number  of  licence 
certificates  taken  out,  whereas  the  net  receipts  from 
the  licence  taxes  showed  an  increase  of  a  million 
sterling  (i.e.  from  about  £2,400,000  to  about 
£3,400,000).  In  other  words,  while  the  number 
of  licences  declined  by  but  4  per  cent,  the  net 
receipts  from  licence  taxes  increased  by  42  per  cent. 

In  New  York  city x  the  effect  of  the  new  scale  of 

1  For  the  purposes  of  the  Excise  Law,  Greater  New  York  is  divided  into 
its  constituent  boroughs,  and  the  rate  of  licence  duty  varies  with  the  size 
of  the  municipalities  in  each  division  of  the  city.     In   the    borough    of 
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taxation  was  practically  identical  with  the  effect  pro- 
duced in  the  State  as  a  whole.  While  the  number 
of  licences  in  the  city  showed  a  decline  of  just  over 
5  per  cent  (i.e.  from  12,820  to  12,117),  the  receipts 
from  the  licence  taxes  increased  by  over  41  per  cent 
(i.e.  from  £1,598,000  to  £2,259,000). 

Comparison  with  the  United  Kingdom 

The  foregoing  figures  show  conclusively  that  the 
former  licence  duties,  although  enormously  greater 
than  those  imposed  in  this  country,  were  far  from 
adequate,  and  the  slight  effect  produced  upon  the 
number  of  licences  by  the  50  per  cent  increase  in 
the  duties  is  proof  that  the  new  scale  does  not 
overstep  the  limits  of  the  taxable  capacity  of  the 
New  York  publican.1  This  being  so,  it  will  be  useful 
to  compare  the  present  scale  of  publicans'  licence 
duties  in  that  State  with  similar  duties  in  this 
country.  This  is  done  in  the  following  table,  which 
shows  the  rates  of  licence  duty  charged  in  the  cities, 
towns,  and  villages  of  New  York  State,  and  also 
those  charged  in  similar  towns  and  cities  in  the 
United  Kingdom : — 

Manhattan  and  the  Bronx,  comprising  the  former  city  of  New  York,  the 
maximum  charge  is  enforced. 

1  Already  suggestions  of  a  further  increase  in  the  scale  in  cities  of  the 
first  and  second  class  have  been  made  (Consular  Report  [Cd.  32S4-1], 
1907). 
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State  of  New 
York. 

United  Kingdom. 

having  a  Population  of 

Rate  of  Licence 

Duty1 

(Publicans). 

Piate  of  Licence 

Duty2 

(Publicans). 

1,500,000  and  over 

500,000-1,500,000      . 

50,000-500,000 

10,000-50,000  . 

5,000-10,000  . 

1,200-5,000     . 

Under  1,200  . 

£245 

200 

155 

110 

95 

65 

35 

£37 

27 
25 
21 
17 
14 
11 

The  contrast  in  the  two  scales  is  remarkable.  In 
the  first  group  of  cities  (i.e.  those  having  1,500,000 
or  more  inhabitants)  the  New  York  rate  of  duty  is 
nearly  seven  times  as  much  as  the  average  duty 
charged  in  the  corresponding  city  here ;  in  the  next 
five  groups  the  New  York  rates  of  duty  are  from 
Jive  to  seven-and-a-half  times  as  much  as  the  average 
duties  charged  in  corresponding  towns  in  the  United 
Kingdom  ;  while  in  the  very  smallest  places  (i.e.  those 
having  less  than  1200  inhabitants)  the  New  York  rate 
of  duty  is  three  times  as  much  as  the  average  duty 
charged  in  similar  places  in  this  country. 


Proceeds  per  1000  of  Population 

The  actual  measure  of  the  difference  in  the  two 
scales  of  taxation  is  seen  if  we  compare  the  pro- 
ceeds of   the  public -house    duties    on    the    basis    of 

1  The  figures  include  the  Federal  tax  of  £5,  imposed  on  all  retail  spirit- 
sellers  in  the  United  States. 

2  In  the  case  of  the  United  Kingdom  the  rates  have  been  averaged  for 
each  group  of  towns. 


PLATE  XXL 

The  average  rates  of  licence  duty  in  the  State  of 

New   York   and   in   the    United    Kingdom    in   various 

population   groups. 
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population.  This  is  done  in  the  following  table,  which 
shows,  first,  the  present  proceeds  of  the  public-house 
licence  duties  in  various  population  groups  in  the 
United  Kingdom,  and,  second,  the  revenue  that  would 
be  received  if  the  yield  of  the  duties  were  the  same 
per  1000  of  the  population  in  this  country  as  in 
similar  towns  and  cities  in  the  State  of  New  York. 
In  this  table  urban  districts  only  are  included : — 


Proceeds  if  we  received 

Present  Proceeds  of 

same  amount  per  1000 

Population  Groups 
(Urban  only). 

Public-House  Licence 
Duties. 
(U.K.) 

of  Population  as  is 

received  in  similar 

Groups  in  the  State  of 

New  York. 

Over  1,500,000      . 

£205,445 

£3,143,823 

500,000-1,500,000 

118,204 

1,384,522 

50,000-500,000  . 

365,626 

5,844,362 

10,000-50,000 

369,722 

3,766,801 

5,000-10,000 

116,629 

853,490 

Under  5,000 

111,753 

539,346 

Total     . 

£1,287,379 

£15,532,344 

It  is  apparent  that,  in  the  urban  districts  alone,  the 
annual  increase  in  revenue  on  the  basis  shown  would 
amount  to  more  than  fourteen  millions  sterling.  It 
is  true  that,  in  addition  to  the  public-house  licences, 
there  is  in  the  United  Kingdom  a  large  number  of 
other  '  on  '  licences  (viz.  '  beer '  and  '  beer  and  wine ' 
licences),  whereas  the  law  in  the  State  of  New  York 
does  not  sanction  a  separate  beer-house  licence.  But 
while  this  is  so,  it  does  not  appreciably  affect  the 
comparison  made  above,  for  the  total  receipts  from 
all  the   'beer'  and   'beer  and  wine'   on-licences  in 
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the  United  Kingdom   are  only  about  £109,000  per 
annum.1 

It  may  be  objected  that  in  the  above  comparison 
no  allowance  has  been  made  for  the  additional  sums 
now  contributed  as  compensation  levies  by  publicans 
and  beer-house  keepers  in  England  and  Wales.  That 
is  true,  but  apart  from  the  fact  that  these  additional 
payments  are  merely  trade  insurance  premiums  and 
do  not  in  any  way  benefit  the  revenue,  they  would  not, 
if  included,  appreciably  affect  the  result  of  the  com- 
parison. Assuming  the  maximum  levies  sanctioned 
by  the  Act  of  1904  to  be  everywhere  enforced,  the 
aggregate  sum  would  not  exceed  £1,250,000  per 
annum,  so  that  there  would  still  remain  a  difference 
of  thirteen  millions  sterling  between  the  present 
receipts  and  the  receipts  on  the  New  York  basis. 
This  is  a  difference  too  great  to  be  ignored  or  to 
be  lightly  explained  away. 

Greater  New  York 

It  will  make  the  comparison  more  interesting  if, 
instead  of  taking  groups  of  towns,  we  compare  indi- 
vidual towns  of  approximately  the  same  size.  The 
comparison  that  naturally  suggests  itself  in  this  con- 
nection is  that  between  New  York  city  and  London. 
As  we  have  already  pointed  out,  for  the  purposes  of 
the  Excise  law,  Greater  New  York  is  divided  into  its 

1  If  we  include  the  proceeds  from  all  licences  (wholesale  and  retail)  in 
the  comparison,  the  annual  increase  in  revenue  on  the  above  basis  would  be 
fourteen  and  a  half  millions  sterling.  The  figures  for  each  population 
group  are  illustrated  in  the  accompanying  diagram  (Plate  XXII.)- 


PLATE  XXII. 

Comparison  of  the  present  annual  revenue  from 
liquor  licences  in  urban  population  groups  in  the 
United  Kingdom,  with  the  revenue  obtainable  if 
the  same  amount  were  received  per  thousand  of 
population    as   in    the   state   of   new   york. 
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constituent  boroughs,  and  the  rate  of  licence  duty 
varies  with  the  size  of  the  borough.  In  two  of  the 
boroughs  (viz.  Queen's  and  Richmond)  discrimination 
is  carried  even  further,  the  licence  duty  being  graded 
according  to  the  population  of  the  smaller  municipal 
corporations  of  which  the  two  boroughs  are  composed. 
Thus,  in  the  borough  of  Queen's,  the  duty  for  a 
publican's  licence  ranges  from  £35  (including  the 
Federal  tax)  to  £100,  the  average  rate  of  duty  for 
the  borough  as  a  whole  being  £75.  In  the  borough  of 
Richmond  the  licence  duty  also  ranges  from  £35  to 
£100,  the  average  rate  of  duty  (including  the  Federal 
tax)  being  just  over  £80.  In  the  boroughs  of  Brooklyn 
and  Manhattan  and  the  Bronx,  which  together  com- 
prise a  population  of  3,217,182  persons,  or  94  per 
cent  of  the  entire  population  of  the  city,  the  licence 
duty  is  £200  and  £245  respectively.  In  the  admin- 
istrative county  of  London  the  average  sum  paid  by 
a  publican  is  £38.  A  comparison  of  the  proceeds  of 
the  duties  is  equally  striking.  The  total  proceeds  of 
the  publicans'  licence  duties  in  Greater  New  York  are 
approximately  £2,175,000  per  annum.  In  London, 
with  over  a  million  more  people,  the  annual  total 
proceeds  of  the  publicans'  licences  are  only  £20 5,00 0.1 
That  is  to  say,  the  publicans  of  New  York  city,  with 
a  million  fewer  people  to  supply,  actually  contribute 
in  licence  payments  nearly  two  millions  sterling  every 
year  more  than  the  publicans  of  London  ! 

If  we  compare  the  revenue  from  all  kinds  of  liquor 

1  1901.     In  1907-8  the  amount  was  £200,657. 


134   TAXATION  OF  THE  LIQUOR  TRADE     oh. 

licences  (wholesale  and  retail)  in  the  two  cities,  the 
force  of  the  contrast  is  not  diminished.  The  total 
of  such  revenue  in  Greater  New  York  (including  the 
proceeds  of  the  Federal  licence  taxes)  is  approximately 
£2,320,000.  In  London  the  total  revenue  from  similar 
licences  is  only  £275,000/  or  less  by  upwards  of  two 
millions  than  the  sum  received  in  the  smaller  city  of 
New  York.  The  figures  are  so  striking  that  we  give 
them,  together  with  those  for  public-houses  only,  in 
tabular  form  : — 


City.      . 

Population. 

Publicans'  Licences. 

All  Liquor  Licences 
(Wholesale  and  Retail). 

Aver- 
age 
Rate 
of 

Duty. 

Total 
Proceeds. 

u 

*-  o 
a  O  ^ 

Total 
Proceeds. 

Proceeds  per 

1000  of 
Population. 

Greater  New  York 
Admin,  county   of 
London 

3,437,202 
4,536,541 

£205 
38 

£2,175,110 
205,445 

£633 
45 

£2,319,590 
274,578 

£675 
60 

Even  if  we  add  to  the  London  licence  revenue  the 
maximum  compensation  levies  to  which  publicans 
and  beer-sellers  in  the  metropolis  are  liable  at  the 
discretion  of  the  compensation  authority,  the  force 
of  the  contrast  is  not  materially  affected,  the  com- 
bined aggregate  payments  for  licence  duty  and 
compensation  amounting  only  to  an  annual  sum  of 
£523,000,  against  the  New  York  contribution  for 
licence  duties  alone  of  £2,319,590.  As  we  have 
pointed  out  in  a  former  chapter,  if  London  received 
the  same  amount  of  licence  revenue  per  1000  of  the 

In  1907-8  the  yield  was  £263,000. 
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population  that  is  obtained  in  Greater  New  York,  its 
receipts  would  exceed  its  present  licence  revenue  by 
over  £2,787,000 — a  sum  equal  to  a  rate  of  Is.  3d. 
in  tbe  £. 

As  a  matter  of  fact,  the  annual  revenue  from 
liquor  licences  in  the  single  city  of  New  York  exceeds 
by  upwards  of  £100,000  the  total  annual  revenue  from 
liquor  licences  in  the  whole  of  the  United  Kingdom ! 
The  figures  are  as  under  : — 


Greater  New  York   . 
United  Kingdom 

Population. 

Total  Annual  Revenue 
from  Liquor  Licences. 

3,430,000 
42,700,000 

£2,319,590 
2,216,035  l 

Excess  of  New  York  Revenue   . 

£103,555 

No  Exemption  from  Ordinary  Taxation 

In  considering  the  figures  it  must  be  remembered 
that  the  payment  of  these  high  licence  duties,  or 
taxes,  in  no  way  absolves  the  New  York  publican 
from  the  payment  of  his  share  of  ordinary  taxation. 
He  contributes,  like  all  other  citizens,  to  all  local 
and  State  taxes.  Indeed,  as  we  have  previously 
pointed  out,  even  the  fittings  and  furnishings  of  his 
saloon  are  assessed  as  personal  estate,  and  charged 
with  additional  taxation  accordingly.  The  more 
luxuriously  a  saloon  is  furnished,  therefore,  the  higher 
is  its  contribution  to  local  and  State  taxation.     Under 

1  1904-5.     In  1907-S  the  receipts  were  £2,209,882. 
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the  laws  of  New  York  every  resident  is  liable  to  a 
tax  upon  the  value  of  his  real  estate,  and  of  his  per- 
sonal property  less  his  indebtedness.  A  comparison 
of  this  taxation  with  the  State  and  local  taxation 
imposed  in  this  country  makes  it  clear  that  there  is 
nothing  in  the  standards  of  ordinary  taxation  in 
the  two  countries  to  explain  away  the  extraordinary 
difference  in  the  standards  of  liquor  licence  taxation.1 

Towns  over  30,000 

Nor  is  Greater  New  York  in  any  way  exceptional. 
The  contrast  is  equally  marked  if  we  compare  the 
proceeds  of  the  liquor  licence  duties  (all  kinds)  in  the 
remaining  towns  and  cities  of  New  York  State  having 
more  than  30,000  inhabitants  with  the  revenue  from 
similar  licences  in  British  cities  of  approximately  the 
same  size.  The  detailed  figures  published  in  the 
unabridged  editions  of  this  work  show  that,  taking 
strictly  comparable  areas,  the  revenue  from  liquor 
licences  in  New  York  cities  is  more  than  ten  times 
the  revenue  received  in  corresponding  British  cities. 
In  the  New  York  group  of  cities  the  average  proceeds 
from  liquor  licences  amount  to  £599  per  1000  of 
the  population  as  against  £56  per  1000  persons  in 
the  British  cities. 

Or,  to  show  the  contrast  in  another  way,  Sheffield 
now  receives  from  the  whole  of  its  liquor  licences  a 
total  revenue  of  less  than  £20,000  per  annum.     If  it 

1  For  proof  of  this  see  pp.  377-381  of  the  second  and  subsequent  editions 
of  this  work.     Also  Chapter  X.  of  the  first  edition. 
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received  the  same  amount  per  1000  of  its  population 
as  is  received  in  the  corresponding  city  of  Buffalo 
(pop.  352,387),  it  would  receive  £262,400  per 
annum.  Belfast  (pop.  349,180)  now  receives  £20,856 
per  annum.  On  the  scale  of  revenue  received  in 
Buffalo  it  would  receive  £240,600  per  annum.  Leeds 
(pop.  428,968)  now  receives  from  its  liquor  licences 
the  extraordinarily  small  sum  of  £15,000  per  annum. 
If  it  received  the  same  amount  in  proportion  to 
population  as  is  received  in  Buffalo,  it  would  receive 
£295,600  per  annum,  or  more  than  nineteen  times  as 
much  as  its  present  receipts. 

Small  Towns 

If  we  compare  towns  of  a  smaller  size,  the  same 
contrast  appears.  The  figures  which  we  have  given 
elsewhere1  show  that,  taking  strictly  representative 
towns  with  from  10,000  to  20,000  inhabitants  in 
(a)  New  York  State  and  (b)  the  United  Kingdom, 
the  average  rate  of  licence  duty  is  nearly  six  times 
as  much  in  the  New  York  towns  as  in  the  English 
towns,  while  the  average  amount  of  licence  revenue 
received  per  1000  inhabitants  is  exactly  four  and 
a  half  times  as  much. 

Rural  Districts 

In  the  rural  districts  also  the  disparity  both  in 
rates  of  taxation  and  in  proceeds  is  striking.  No 
detailed  particulars  are  available  for  English  villages 

1  See  Chapter  X.  of  the  unabridged  editions. 
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proper,  but  taking  small  urban  districts  which  are 
fairly  comparable  in  character  and  size  with  the 
so-called  "  villages "  in  the  State  of  New  York,  we 
find x  that  the  rates  of  duty  charged  are  from  three 
to  four  times  as  high  in  New  York  State  as  in  Eng- 
land, while  the  revenue  from  licences  per  1000  persons 
is  three  times  as  high  in  the  New  York  villages  as  in 
corresponding  English  areas. 

Judged  therefore  by  the  standards  of  licence 
taxation  enforced  in  all  communities  in  the  State  of 
New  York,  the  standards  imposed  in  this  country  are 
extraordinarily  inadequate. 

1  See  Chapter  X.  of  the  unabridged  editions. 


CHAPTER    XI 

RELATIVE   TAXATION    OF   BEER    AND    SPIRITS 

Examination  of  the  American  figures  naturally  pro- 
vokes the  question  why,  if  such  high  licence  duties 
can  be  readily  enforced  there,  similar  or  approxi- 
mately similar  duties  are  not  enforced  here  ?  The 
difference  in  the  licence  duties  in  the  two  countries 
is  certainly  not  adequately  explained  by  the  lower 
taxation  of  beer  and  spirits  in  the  United  States, 
although  it  may  be  that,  in  the  case  of  the  spirit 
duty,  the  lower  rate  does  offer  a  partial  explanation. 

The  Spirit  Duty 

At  the  present  time  the  spirit  duty  in  the  United 
States  amounts  to  1  dollar  10  cents  per  American 
gallon,  which  is  equal  to  5s.  6d.  per  imperial  gallon, 
or  exactly  one-half  the  present  spirit  duty  (including 
what  is  known  as  the  "  war  taxation ")  in  this 
country.  On  the  other  hand,  distillers,  rectifiers, 
and  wholesale  spirit  dealers  are  much  more  lightly 
taxed  here  than  there — paying  only  from  one-twelfth 
to  one-fiftieth  part  of  the  duties  levied  in  the  United 

139 


140   TAXATION  OF  THE  LIQUOR  TRADE     oh. 
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States — and  this  fact  must  be  taken  into  account  in 
estimating  the  relative  taxation  of  spirits  in  the 
two  countries. 

The  Beer  Duty 

In  the  case  of  the  beer  duty  the  facts  are  more 
striking.  At  the  present  time,  owing  to  the  special 
"  war  taxation,"  the  duty  on  beer  in  this  country  is 
nominally  about  33  per  cent  higher  than  the  duty  on 
beer  in  the  United  States ;  but  it  is  considerably  less 
than  the  beer  duty  imposed  by  the  United  States 
Government  during  the  war  with  Spain,  and  less  than 
the  reduced  duty  in  force  in  America  up  to  1901-2. 
The  figures  are  as  under  : — 

United  Kingdom    .  .     7s.  9d.  per  barrel  of  36  imperial 

gallona 

United  States         .  .      1  dollar  per  barrel  of  3 1  American 

gallons,  or  5s.  lOd.  per  barrel 
of  36  imperial  gallons. 

The  nominal  difference  is  therefore  one  of  Is.  lid. 
per  barrel.  The  actual  difference  is  somewhat  less 
owing  to  an  important  difference  in  the  basis  of 
taxation.  In  the  United  States  the  duty  is  levied 
on  the  "  liquid  "  barrel  (i.e.  on  the  beer  at  the  actual 
gravity  at  which  it  goes  into  consumption).  In  this 
country  the  duty  is  levied  on  the  "  standard  "  barrel 
(i.e.  on  the  beer  at  a  gravity  higher  than  the 
average  gravity  at  which  it  goes  into  consumption). 
The  number  of  barrels  upon  which  the  tax  is  paid  in 
this  country  is  therefore  substantially  smaller  than 
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the  number  actually  consumed,  which  means  that 
a  considerable  number  of  barrels  escape  taxation 
altogether,  or,  to  put  it  another  way,  that  the  duty 
per  barrel  of  beer  consumed  is  less  than  7s.  9d.  Last 
year  (1907)  the  duty  actually  paid  on  the  beer  brewed 
in  the  United  Kingdom  was  slightly  less  than  7s.  6^d. 
per  barrel,1  while  for  the  last  five  years  it  has  averaged 
7s.  6|-d.  per  barrel.  The  discrepancy  between  the 
number  of  barrels  taxed  and  the  number  which 
actually  pass  into  consumption  is  always  greater 
after  an  increase  in  the  beer  duty,  owing  to  the 
dilution  which  follows  an  increase  in  taxation.2  The 
difference  in  the  standards  of  beer  taxation  in  the 
two  countries  is,  of  course,  accentuated  by  the  fact 
that  the  British  figure  includes  the  so-called  "war 
taxation,"  whereas  the  American  figure  represents 
the  normal  taxation  of  beer  in  the  United  States.3 
Taking  a  period  of  twenty  years,  and  including  the 
special  war  taxation  in  both  countries,  the  beer  duty 
has  been  exactly  similar,  while  if  allowance  be  made 
for  the  difference  in  the  basis  of  taxation,  it  has  been 
actually  higher  there  than  here. 

1  Forty  per  cent  of  the  beer  brewed  paid  duty  at  the  rate  of  only  7s.  Ofd. 
per  barrel. 

2  The  fact  that  the  average  alcoholic  strength  of  American  beer  is  lower 
than  the  average  alcoholic  strength  of  British  beer  must  also  be  taken  into 
account  in  estimating  the  relative  taxation. 

8  For  the  purposes  of  the  war  with  Spain,  the  beer  duty  in  the  United 
States  was  doubled  in  1898-99,  and  amounted  in  that  year  to  $2  per  barrel 
of  31  American  gallons,  which  was  equivalent  to  lis.  8d.  per  British  barrel 
of  36  imperial  gallous,  or  3s.  lid.  per  barrel  more  than  the  present  duty 
(including  the  "war  taxation  ")  in  the  United  Kingdom.  It  remained  at 
that  level  until  1901-2,  when  it  was  reduced  to  $1.60  per  barrel  (9s.  3Jd. 
per  British  barrel).  In  1902-3  it  was  reduced  to  the  present  rate  of  $1  per 
barrel. 
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Higher  Taxation  of  Brewers  in  U.S.A. 

Moreover,  there  is  a  considerable  difference  in  the 
licence  duties  imposed  upon  brewers  and  wholesale 
dealers  in  the  two  countries,  and  this  difference  adds 
considerably  to  the  taxation  of  beer  in  America.  In 
this  country  a  brewer,  no  matter  what  his  output, 
pays  only  a  nominal  licence  duty  of  £1  per  annum. 
In  the  United  States  every  brewer  who  brews  less 
than  500  barrels  of  beer  per  annum  pays  a  Federal 
licence  tax  of  £10  per  annum,  and  brewers  who  brew 
500  barrels  or  more  pay  a  licence  tax  of  £20.  In 
addition  to  the  Federal  tax,  however,  a  majority  of 
the  States  levy  an  additional  tax  upon  brewers, 
amounting  in  most  cases  to  a  considerable  sum.  In 
some  cases  the  additional  licence  duty  goes  directly  to 
the  State,  in  other  cases  to  the  municipality  or  county, 
while  in  a  few  cases  the  city  and  the  State  each  charge 
a  separate  licence  tax.  In  Massachusetts  the  State 
law  fixes  a  minimum  charge  and  leaves  localities  free 
to  increase  it,  with  the  result  that  the  licence  tax 
upon  brewers  varies  from  £200  per  annum  in  Boston 
to  £300  in  Fall  River  and  Lowell,  £450  in  Spring- 
field, £500  in  Lawrence,  and  £600  in  Worcester. 
So  that  in  these  cities  brewers  pay  altogether  from 
220  to  620  times  as  much  in  licence  duty  as  do 
brewers  in  this  country,  in  addition  to  a  beer  duty 
which,  allowing  for  the  difference  in  the  basis  of 
taxation,  has  been  actually  slightly  higher  over  a 
period   of  twenty  years  than  the  beer  duty  in  this 
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country.  In  other  States  the  duties  are  less,  but  in 
all  they  are  considerably  higher* than  in  this  country. 
In  Pennsylvania,  to  take  but  one  more  instance,  the 
licence  duty  for  brewers  ranges  from  a  minimum  of 
£50  per  annum  for  brewers  brewing  less  than  1000 
barrels  a  year,  to  a  maximum  of  £1200  per  annum 
for  brewers  whose  output  is  over  300.000  barrels  a 
year.  If  we  apply  these  rates  to  this  country,  it  means 
that  there  are  fourteen  brewery  companies  in  the 
United  Kingdom  who  now  pay  a  licence  duty  of  £1 
a  year  each,  who,  if  they  were  in  Pennsylvania,  would 
pay  £1220  per  annum.  In  addition  to  the  brewers' 
licence  taxes,  correspondingly  high  licence  duties  are 
also  levied  upon  bottlers  and  wholesale  dealers. 

Relative  Consumption  of  Beer  and  Spirits 

Further,  for  the  purpose  of  strict  comparison,  it  is 
necessary  to  consider  the  relative  consumption  of  beer 
and  spirits  in  the  two  countries.  Since  spirits  are 
much  more  highly  taxed  in  both  countries  than  beer, 
it  follows  that  a  greater  relative  consumption  of 
spirits  in  one  country  would  place  the  liquor-seller  in 
that  country  at  a  distinct  disadvantage  in  taxation. 
Now  it  happens  that  spirits  form  a  much  larger  pro- 
portion of  the  total  per  capita  consumption  of  alcohol 
in  the  United  States  than  iu  the  United  Kingdom 
(53  per  cent  as  against  27  per  cent) ;  so  that  it 
follows  that  the  American  liquor-seller  is,  from  the 
point  of  view  of  taxation,  at  a  disadvantage  as  com- 
pared with  the  British  publican. 
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Comparison  of  Total  Taxation 

The  foregoing  facts,  although  of  great  importance, 
are  of  general  value  only,  but  they  are  sufficient  to 
indicate  that  the  difference  in  the  standards  of  taxa- 
tion of  beer  and  spirits  (as  distinct  from  the  taxation 
of  publicans'  licences)  is  not  so  great  as  the  actual 
duties  charged  would  seem  to  suggest. 

The  matter  may,  however,  be  brought  to  a  decisive 
test  by  a  comparison  of  the  total  taxation  of  the  liquor 
trade  (including  the  beer,  wine,  and  spirit  duties  and 
the  licence  duties)  in  the  two  countries.  Such  a  com- 
parison is  not  easy,  owing  to  the  fact  that  complete 
particulars  for  the  United  States  as  a  whole  are  not 
available  except  for  one  year.  The  Internal  Revenue 
Department  of  the  United  States  is  concerned  solely 
with  the  collection  of  the  strictly  Federal  taxes  (i.e. 
the  special  additional  taxes  levied  for  national  purposes 
on  the  manufacturers  and  sellers  of  alcoholic  liquors, 
and  the  excise  and  customs  duties  on  beer,  wine,  and 
spirits).  The  licence  duties  proper  are  matters  of 
local  concern,  and  are  collected  and  retained  by  the 
local  State,  county,  or  municipal  authorities  in  the 
manner  and  proportions  prescribed  by  the  laws  of 
each  State.  No  attempt  is  made  by  the  Internal 
Revenue  authorities  to  ascertain  the  total  sum 
collected  from  the  trade,  nor,  in  view  of  the  wide 
diversity  which  prevails  in  the  methods  and  standards 
of  taxation  adopted  by  the  various  local  authorities, 
would  such  an  attempt  be  easy.     In  1896,  however, 
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the  Department  of  Labour  at  Washington  was 
authorised  by  Congress  to  undertake  a  special  inquiry 
into  the  economic  aspects  of  the  liquor  problem,  and 
in  connection  with  that  investigation  a  careful  and 
elaborate  attempt  was  made  to  estimate  the  total 
national  and  local  receipts  from  liquor  licences,  in- 
cluding the  proceeds  of  Federal,  State,  county,  and 
municipal  licence  taxes,  in  the  year  ended  June  30, 
1896.  The  result  of  a  prolonged  inquiry  was  to  fur- 
nish figures  which,  although  incomplete,  provide  a  fair 
and  moderate  basis  for  comparison  with  the  United 
Kingdom.  In  the  case  of  the  beer,  wine,  and  spirit 
duties  the  comparison,  although  complicated  by  differ- 
ences in  the  rates  of  excise  and  customs  taxation,  can 
be  made  precise.  In  order  to  reduce  the  margin 
of  error  to  the  smallest  limits  and  to  secure  uniform 
figures  for  comparison,  we  have  estimated  the  proceeds 
of  the  excise  and  customs  duties  at  the  rates  actually 
in  force  in  1896  on  the  basis  of  the  actual  per  capita 
consumption  in  that  year  in  each  country.  While 
it  is  possible,  however,  in  this  way  to  arrive  at  a 
trustworthy  estimate  of  the  total  taxation  of  beer, 
wine,  and  spirits  in  1896  in  the  United  States  aud 
in  the  United  Kingdom,  it  is  not  possible,  so  far  as 
the  proceeds  of  the  licence  duties  are  concerned,  to 
distinguish  between  beer,  wine,  and  spirits,  for  the 
reason  that  publicans'  and  other  licences  cover  the 
sale  of  all  three.  To  make  any  comparison  of  taxa- 
tion possible,  therefore,  it  is  necessary  to  reduce  beer, 

wine,    and   spirits    to    a   common   basis    of   absolute 
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alcohol  and  to  compare  the  taxation  on  that  basis. 
This  is  done  in  the  whole  of  the  following  comparisons. 

Result  of  Comparison 

The  full  details  of  the  comparison,  which  are 
of  a  severely  technical  kind,  are  given  in  the  un- 
abridged editions  of  this  volume,1  to  which  the  reader  is 
referred.  For  the  purpose  of  the  present  argument  it 
will  suffice  to  give  the  broad  result.  The  total  tax- 
ation (customs  and  excise)  of  the  beer,  wine,  and  spirits 
consumed  in  the  United  States  in  1896  amounted 
to  £25,077,865,  or  6s.  9fd.  per  gallon  of  absolute 
alcohol.  To  this  sum,  however,  must  be  added  the 
proceeds  of  the  Federal,  State,  county,  and  municipal 
licence  taxes,  which  in  1896  amounted  to  a  total 
sum  of  £11,788,955,  or  3s.  2|d.  per  gallon  of 
absolute  alcohol,  making  the  total  proceeds  of  all 
forms  of  liquor  taxation  (i.e.  beer,  wine,  and  spirit 
duties  and  licence  taxes)  £36,866,820,  or  10s.  Ojd. 
per  gallon  of  absolute  alcohol.  In  the  same  year,  the 
total  proceeds  of  the  excise  and  customs  duties  on 
the  beer,  wine,  and  spirits  consumed  in  the  United 
Kingdom  amounted  to  £33,915,580,  or  7s.  lOjd.  per 
gallon  of  absolute  alcohol.  To  this  must  be  added 
the  proceeds  of  the  licence  duties,  which  in  1896 
amounted  to  £1,995,264,  or  5jd.  per  gallon  of 
absolute  alcohol,  making  the  total  proceeds  of  all 
forms  of  liquor  taxation  (i.e.  beer,  wine,  and  spirit 
duties  and  licence  taxes)  £35,910,844,  or  8s.  4d.  per 

1  See  Chapter  XI.  of  the  unabridged  editions. 
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gallon  of  absolute  alcohol.  In  other  words,  the  total 
taxation  of  liquor  in  1896  was  Is.  83d.  more  per 
gallon  of  absolute  alcohol  in  the  United  States  than  in 
this  country.  What  this  means  in  aggregate  revenue 
may  be  quickly  seen.  In  1896  the  total  revenue  from 
all  forms  of  liquor  taxation  in  the  United  Kingdom 
was,  as  we  have  shown,  £35,910,844.  Had  the  rate 
of  taxation  per  gallon  of  absolute  alcohol  been  the 
same  in  the  United  Kingdom  as  it  was  in  the  United 
States,  the  revenue  from  liquor  taxation  would  have 
amounted  to  £43, 21 3, 751,  or  an  increase  of  £7, 302, 907. 

PRESENT  TAXATION 
Comparison  with  Separate  States 

It  is  unfortunate  that  there  are  no  figures  in 
existence  showing  the  present  total  taxation  of  the 
liquor  trade  in  the  United  States  as  a  whole.  The 
only  available  figures,  as  we  have  already  explained, 
relate  to  the  year  1896,  and  comparison  with  the 
United  States  as  a  whole  is  therefore  only  possible 
for  that  year.  Happily,  however,  complete  figures 
are  available  for  several  of  the  States  which  have 
received  detailed  consideration  in  the  foregoing  pages, 
including  two  North  Atlantic  States  (viz.  Massa- 
chusetts and  New  York)  where  social  and  economic 
conditions  most  nearly  approximate  to  those  in  the 
United  Kingdom.  As  a  matter  of  fact,  the  North 
Atlantic  States  afford  a  better  basis  of  comparison  than 
the  United  States  as  a  whole,  inasmuch  as  the  rates 
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of  licence  duty  charged  are  higher  there  than  in  many 
of  the  remaining  States,  while  the  duties  on  wine, 
beer,  and  spirits  are  of  course  the  same,  being,  indeed, 
uniform  throughout  the  Union.  It  is  with  these  high 
licence  duties  that  we  are  really  concerned,  since,  in 
conjunction  with  the  beer,  wine,  and  spirit  duties, 
they  offer  the  best  illustration  of  the  taxable  capacity 
of  the  liquor  trade.  The  fact  that  the  liquor  trade  in 
particular  States  can  afford  to  pay  a  certain  standard 
of  taxation  is  strong  presumptive  evidence  that  an 
equal  standard  of  taxation  is  not  beyond  the  taxable 
capacity  of  the  same  trade  elsewhere. 

In  the  following  comparisons  the  figures  showing 
the  total  taxation  of  liquor  (i.e.  including  beer,  wine, 
and  spirit  duties  and  licence  taxes)  are  in  each  case 
based  upon  the  rates  of  taxation  now  in  force,1  while 
in  order  to  arrive  at  a  satisfactory  estimate  of  con- 
sumption, the  average  of  the  five  latest  years  for 
which  uniform  statistics  of  consumption  are  available 
has  been  taken.2  The  fact  that  the  present  rates  of 
taxation  in  the  United  Kingdom  include  the  special 
war  taxation,  while  the  existing  rates  of  taxation  in 
the  United  States  are  strictly  normal  rates,  represent- 
ing, in  the  case  of  beer,  only  one-half  of  the  excise 
duty  levied  in  the  Union  during  the  recent  war  with 

1  The  taxation  of  "domestic"  (i.e.  British  made)  beer  in  the  United 
Kingdom  has  been  calculated  at  7s.  6£d.  per  barrel,  the  actual  rate  charged 
on  the  beer  brewed  in  the  United  Kingdom  during  the  five  years  included 
in  the  comparison. 

2  The  five  latest  years  for  which  strictly  comparable  figures  for  the 
United  States  and  the  United  Kingdom  are  available  at  the  time  of  writing 
are  1903-7.  The  average  of  these  five  years  has  therefore  been  taken  in 
each  case 
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Spain,  shows  that  the  basis  of  comparison  is  distinctly 
favourable  to  the  United  Kingdom.  The  details  of 
the  comparisons  appear  in  the  unabridged  editions  of 
this  volume.  It  will  suffice  here  to  give  the  sum- 
marised results. 

State  of  Michigan 

(Population,  2,420,000  x) 

We  select  first  the  State  of  Michigan,  where  the 
rate  of  licence  taxation,  although  high  as  compared 
with  this  country,  is  considerably  less  than  the  rates 
charged  in  some  other  American  States,  beiug  indeed 
less  than  a  third  of  the  average  sum  charged  in  the 
State  of  Massachusetts.  Particulars  of  the  actual 
consumption  of  alcohol  in  the  State  are  not  avail- 
able,2 but  inasmuch  as  social  and  economic  conditions 
in  that  State  closely  approximate  to  those  in  the 
United  States  generally,  the  proportion  of  urban 
population  (i.e.  persons  living  in  towns  of  4000  and 
upwards)  being  identical  with  that  in  the  Union  as  a 
whole,  it  may  safely  be  taken  at  the  average  figure 
for  the  entire  country.  Calculated  on  this  basis,  and 
taking  the  liquor  duties  now  in  force,  we  arrive  at  a 
total  State  revenue  from  beer,  wine,  and  spirit  duties 
(customs  and  excise)  of  £1,277,152,  while  the  revenue 
from  licences  amounts  to  a  further  sum  of  £605,000, 

1  Census,  1900.  In  the  above  comparisons  the  calculations  are,  of  course, 
based  upon  the  estimated  populations  in  the  years  chosen  tor  comparison. 

2  Separate  statistics  of  consumption  do  not  exist  for  any  of  the  American 
States,  the  Internal  Revenue  authorities  there,  as  here,  having  knowledge 
only  of  the  total  quantity  of  beer,  wine,  and  spirits  retained  for  home  con- 
sumption in  the  country  as  a  whole. 
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making  a  total  taxation  of  £1,882,152,  which  is  equal 
to  a  tax  of  1 0s.  5f  d.  per  gallon  of  absolute  alcohol. 

Taking  strictly  comparable  figures,  based  upon  the 
same  years,  for  the  United  Kingdom,  we  reach  a 
strikingly  dissimilar  result.  On  the  basis  of  the 
actual  consumption  of  liquor  in  the  five  years 
1903-7,  the  average  total  proceeds  of  the  beer,  wine, 
and  spirit  duties  (customs  and  excise)  at  the  rates 
now  in  force  amount  to  £36,383,182,  to  wKich  have 
to  be  added  the  proceeds  of  the  licence  duties,  viz. 
£2,228,781,  making  a  total  taxation  of  £38,611,963, 
which  is  equal  to  a  tax  of  8s.  llfd.  per  gallon  of 
absolute  alcohol  as  against  10s.  5fd.  per  gallon  in 
the  State  of  Michigan.  The  difference  in  the 
standards  of  liquor  taxation  in  force  in  the  State 
of  Michigan  and  in  the  United  Kingdom  is  there- 
fore equivalent  to  Is.  6d.  per  gallon  of  absolute 
alcohol.  The  effect  of  this  difference  upon  the 
aggregate  national  revenue  from  liquor  taxation 
in  the  United  Kingdom  is  considerable.  Instead 
of  a  total  sum  of  £38,612,000,  we  should  receive 
at  the  Michigan  rate  of  taxation  £45,129,000, 
or  an  increase  of  £6,517,000  per  annum.  These 
figures,  it  must  be  remembered,  are  based  upon  the 
present  rates  of  taxation  in  both  countries,  which 
in  the  one  case  (United  Kingdom)  include  the 
special  "  war  taxation "  and  in  the  other  case  do 
not.  If  the  war  taxation  on  beer  and  spirits  in  the 
United  Kingdom  be  regarded  as  temporary  taxation 
only,  then  clearly  the  Michigan  figures  should  include 
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the  special  war  taxation  on  beer  imposed  by  the 
United  States  Government  for  the  purposes  of  the 
Spanish-American  war,  in  which  case  the  rate  of 
liquor  taxation  in  the  State  of  Michigan  would  be 
equivalent  to  12s.  4^d.  per  gallon  of  absolute  alcohol, 
as  against  8s.  lljd.  in  the  United  Kingdom.  At  this 
rate  (12s.  4^d.)  we  should  receive  a  total  annual 
revenue  from  liquor  taxation  of  £53,204,000,  or  an 
increase  of  £14,592,000  per  annum. 

State  of  Massachusetts 

(Population,  2,805,346 l) 

The  State  of  Massachusetts  provides  data  for 
another  valuable  comparison.  As  we  have  shown 
in  the  preceding  chapter,  the  rates  of  licence  duty  in 
the  State  are  very  high,  ranging  from  nine  to 
twenty-one  times  as  high  as  the  rates  charged  for 
similar  privileges  in  the  United  Kingdom.  The 
average  per  capita  consumption  of  alcohol  in  the 
State  cannot  be  accurately  determined.  It  is  un- 
questionably much  lower  than  the  average  consump- 
tion in  this  country,  and  is  probably  less  than  the 
average  consumption  in  certain  other  States  in  the 
American  Union.  The  proportion  of  urban  popula- 
tion in  the  State  is  much  greater  than  the  propor- 
tion in  the  United  States  as  a  whole ;  but,  on  the 
other  hand,  the  liquor  trade  is  entirely  prohibited 
in  a  considerable  portion  of  the  State,  no  less 
than   41    per   cent  of  the  entire  population   of   the 

1  (Juiisus,  1900.     See  footnote  1,  ante,  p.  149. 
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State  living  in  '  no  licence '  areas.  The  ratio  of 
licences  to  population  is  also  exceptionally  low, 
averaging  less  than  one-third  of  the  average  ratio  in 
other  American  States,  and  about  one-half  of  the 
ratio  in  this  country.  We  may  therefore  reasonably 
assume  that  the  per  capita  consumption  of  alcoholic 
beverages  in  the  State  as  a  whole  is  not  greater 
than  the  average  per  capita  consumption  in  the 
United  States  generally.  On  the  assumption  that 
it  is  the  same  as  the  national  consumption,  the 
total  proceeds  of  the  beer,  wine,  and  spirit  duties 
(customs  and  excise)  at  the  present  rates  of  taxation 
would  amount  to  £1,499,977,  while  the  total  receipts 
from  licence  taxes  (Federal  and  State)  amount  to 
£738,697,  making  a  total  taxation  of  £2,238,674, 
which  is  equal  to  a  tax  of  10s.  7jd.  per  gallon  of 
absolute  alcohol.  The  total  taxation  of  alcoholic 
liquors  (i.e.  beer,  wine,  and  spirits)  in  the  United 
Kingdom  is,  as  we  have  seen,  at  the  rate  of 
8s.  llfd.  per  gallon  of  absolute  alcohol,  so  that 
the  total  taxation  of  alcoholic  liquors  in  the 
State  of  Massachusetts  is  greater,  to  the  extent  of 
Is.  7jd.  per  gallon  of  absolute  alcohol,  than  the 
taxation  in  the  United  Kingdom.  This  difference, 
when  related  to  the  aggregate  national  receipts  from 
liquor  and  licence  taxes,  means  that,  instead  of  a 
present  revenue  of  £38,612,000,  we  should  receive 
on  the  basis  of  the  Massachusetts  rate  of  taxation 
not  less  than  £45,667,000,  or  an  annual-  increase  in 
revenue    of   £7,055,000.     If   we  estimate   the    pro- 


PLATE  XXV. 

Present  total  taxation  (t'.e.,  beer,  wine,  and  spirit  duties 

and   licence   duties)   of   alcoholic    liquors,    per    gallon 

of  absolute   alcohol,   in   the   states    of    michigan   and 

Massachusetts  and  in  the  United  Kingdom. 


Michigan. 


Beer,  Wine,  and 

Spirit  Duties 

s.    d. 

7     1J 


Licence  Duties 
s.    d. 
3    4£ 


Massachusetts. 


Beer,  Wine,  and 

Spirit  Duties 

s.    d. 

7    1J 


Licence  Duties 
s.    d. 
3     6 


United  Kingdom. 


Beer,  Wine,  and 

Spirit  Duties 

s.    d. 

8     54 


Licence  Duties 
6}d. 


10 


Per  gallon  of  absolute  alcohol. 


Present  Revenue  from  Liquor  Taxation  (i.e.,  Beer,  Wine,  and 

Spirit  Duties  and  Licence  Duties)  in  the  United  Kingdom  . .     £38,612,000 

Revenue  on  Michigan  Soale         £45,129,000 

Revenue  on  Massachusetts  Scale £45,668  000 
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ceeds  of  the  excise  duties  in  Massachusetts  on  the 
basis  of  the  special  war  taxation,  which  must  in 
fairness  be  done  if  the  extra  beer  and  spirit  duties 
levied  in  this  country  since  1900  are  to  be  regarded 
as  temporary  taxes,  the  difference  is  of  course  much 
more  marked.  On  that  basis  our  total  annual 
receipts  from  liquor  and  licence  taxes  should  be  not 
less  than  £53,742,000,  which  would  mean  an  annual 
increase  in  revenue  of  £15,130,000. 

State  of  New  York 

(Population,  7,268,894  i) 

A  final  illustration  may  be  found  in  the  State  of 
New  York.  In  this  State  the  revenue  from  licences 
is,  as  we  have  shown  in  the  preceding  chapter, 
exceptionally  high.  This  is  due  not  only  to  a  high 
rate  of  licence  taxation,  but  also  to  a  relatively 
high  ratio  of  licences  to  population.  The  licence 
duties  are  substantially  less  than  those  charged  in 
Massachusetts,  but,  on  the  other  hand,  the  ratio  of 
licences  to  population  is  considerably  higher.  The 
consumption  of  alcoholic  beverages  in  the  State  can 
be  only  approximately  determined.  It  is  no  doubt 
higher  than  in  some  other  States  which  have  a  larger 
proportion  of  rural  population  ;  but  for  the  purpose 
of  the  present  comparison  we  have  estimated  it  on  the 
basis  of  the  per  capita  consumption  in  the  United 
States  as  a  whole.  As  the  beer,  wine,  and  spirit 
duties   are  uniform   throughout    the    United    States, 

1  Census,  1900.     See  footnote  1,  ante,  p.  149. 
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exact  statistics  of  consumption  in  a  particular  State 
are  only  important  in  enabling  us  to  fix  precisely 
the  rate  of  taxation  per  gallon  of  absolute  alcohol 
which  the  proceeds  of  the  licence  taxes  represent. 
In  the  case  of  New  York  State  these  proceeds  are  so 
high  as  to  leave  a  liberal  margin  for  error  in  com- 
puting the  per  capita  consumption  of  alcohol.1 

Assuming  the  consumption  per  head  of  the 
population  to  be  the  same  in  New  York  State  as 
in  the  United  States  as  a  whole,  we  arrive  at  a  total 
State  revenue  from  beer,  wine,  and  spirit  duties 
(customs  and  excise)  of  £4,028,653,  while  the  total 
receipts  from  licence  taxes  (Federal  and  State)  are 
£3,995,939,  making  a  total  liquor  taxation  of 
£8,024,592,  which  is  equal  to  a  tax  of  14s.  lfd. 
per  gallon  of  absolute  alcohol.  The  total  taxa- 
tion of  beer,  wine,  and  spirits  (including  licence 
duties)  in  the  United  Kingdom  represents,  as  we 
have  shown,  a  rate  of  8s.  llfd.  per  gallon  of  absolute 
alcohol,  so  that  assuming  the  per  capita  consumption 
of  alcohol  to  be  the  same  in  New  York  State,  with  its 
seven  millions  of  people,  as  in  the  United  States  as  a 
whole,  the  total  taxation  of  beer,  wine,  and  spirits  in 
the  State  is  greater,  by  5s.  2d.  per  gallon  of  absolute 
alcohol,  than  the  total  taxation  in  the  United  King- 

1  A  greater  relative  consumption  of  beer  or  spirits  in  any  local  area 
would,  of  course,  affect  the  total  proceeds  of  the  beer  and  spirit  duties  ; 
but  unless  the  divergence  were  considerable  and  affected  a  large  population, 
its  effect  upon  the  rate,  of  taxation  per  gallon  of  absolute  alcohol  would  be 
inappreciable.  In  any  case  it  need  hardly  be  considered  in  reference  to  so 
large  a  unit  of  comparison  as  an  entire  State  comprising  a  population  of 
over  seven  millions. 
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dom.  What  this  difference  means  in  actual  revenue 
can  be  easily  shown.  Instead  of  a  present  total 
revenue  from  liquor  and  licence  duties  of  £38,612,000, 
we  should  receive,  at  the  New  York  rate  of  taxation, 
£60,920,000,  or  an  annual  increase  of  £22,308,000. 
This  difference,  it  must  again  be  noted,  takes  no 
account  of  the  fact  that  the  present  beer  and  spirit 
duties  in  the  United  Kingdom  include  the  special  war 
taxes,  while  those  in  the  State  of  New  York  do  not. 
If  the  comparison  were  made  on  the  basis  of  war 
taxation  in  both  countries,  the  rate  of  taxation  per 
gallon  of  absolute  alcohol  would  be  16s.  0^d.  in 
New  York  State  as  against  8s.  llfd.  in  the  United 
Kingdom.  This  would  mean,  on  the  basis  of  the 
New  York  taxation,  an  annual  increase  in  revenue 
in  the  United  Kingdom  of  £30,383,000. 

It  is  probable  that  the  per  capita  consumption  of 
alcohol  in  the  State  of  New  York  is  greater  than  the 
per  capita  consumption  in  the  United  States  as  a 
whole,1  in  which  case  some  deduction  would  need  to 
be  made  from  the  above  figures ;  but  the  difference 
between  the  New  York  figures  and  the  British  figures 
is  so  stupendous  as  to  make  it  clear  that,  when  all 
necessary  deductions  have  been  made,  the  total  taxa- 

1  This  may  be  inferred  from  the  much  larger  proportion  of  urban  popula- 
tion in  New  York  State  as  compared  with  the  United  States  as  a  whole. 
In  the  former,  71  per  cent  of  the  population  live  in  places  having  more 
than  4000  inhabitants,  as  against  37  per  cent  in  the  United  States  as  a 
whole.  It  is  true  that  527,000  persons  in  New  York  State,  or  7  per  ceut  of 
the  total  population,  live  in  '  no  licence '  areas,  while  470,000  other  persons, 
representing  6^  per  cent  of  the  total  population,  live  in  districts  where 
ordinary  public-houses  (i.e.  dram  shops)  are  not  allowed  ;  but  even  so,  it 
can  hardly  be  doubted  that  the  average  per  capita  consumption  of  alcohol  in 
the  State  is  higher  th;ui  the  average  in  the  United  States  g<  nerally. 
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tion  of  alcoholic  liquors  is  enormously  higher  in  New 
York  State  than  in  the  United  Kingdom.1  This  is  so 
even  if  we  ignore  altogether  the  "  war  taxation  "  in 
the  United  States  but  include  it  in  the  British  figures. 
If  we  take  it  into  account  in  both  cases,  the  difference 
in  the  total  taxation  of  the  liquor  trade  in  New  York 
State  and  in  the  United  Kingdom  is  amazing.  This 
difference  is,  of  course,  chiefly  due  to  the  much  higher 
taxation  of  licences  in  the  former  State.  The  liquor 
licence  taxes  in  New  York  State  actually  yield  a 
revenue  of  £495  per  1000  of  the  population,  as 
against  £52  per  1000  of  the  population  in  the  United 
Kingdom.2  This  difference,  as  the  preceding  com- 
parison shows,  is  too  considerable  to  be  substantially 
modified  by  the  higher  duties  imposed  on  beer  and 
spirits  in  this  country. 

It  may  be  said  that,  in  the  foregoing  comparisons, 
we  have  failed  to  allow  for  the  compensation  levies 
imposed  on  all  holders  of  '  on '  licences  in  England 
and  "Wales  by  the  Act  of  1904 ;  but,  as  we  have 
previously  pointed  out,  those  levies  are  in  no  sense 
revenue  taxes,  but  are  simply  trade  insurance 
premiums  of  which  the  entire  financial  benefit 
accrues  to  the  trade  itself.  So  far  from  benefiting 
the  national  exchequer  or  the  local  ratepayer,  they 

1  See  on  this  point  footnote  p.  412  of  the  second  (unabridged)  edition. 

2  It  is  this  high  licence  revenue  that  causes  the  total  taxation  of  liquor, 
as  shown  in  the  above  comparisons,  to  be  so  much  greater  in  the  State  of 
New  York  than  in  the  States  of  Massachusetts  and  Michigan  and  in  the 
United  States  as  a  whole.  The  revenue  from  licences  is  £495  per  1000  of 
the  population  in  New  York  State  as  against  £246  in  Massachusetts,  £237 
in  Michigan,  and  £166 — to  take  the  1896  figure— in  the  United  States. 
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tend,  in  so  far  as  they  limit  the  taxable  capacity  of 
the  trade,  to  the  actual  disadvantage  of  the  national 
or  local  taxpayer.  Even  if  this  were  not  so,  and  if 
the  compensation  levies  could  be  legitimately  regarded 
as  revenue  taxes,  their  effect  upon  the  foregoing  com- 
parisons would  be  slight.  The  utmost  effect  which 
their  inclusion  would  produce,  assuming  the  maximum 
levies  to  be  everywhere  imposed,  would  be  an  addition 
of  threepence  per  gallon  of  absolute  alcohol  to  the 
total  liquor  taxation  levied  in  this  country.  That 
is  to  say,  the  rate  per  gallon  of  absolute  alcohol 
would  be  increased  from  8s.  llfd.  to  9s.  2|d.  in  the 
United  Kingdom  as  against  10s.  5fd.  in  the  State 
of  Michigan,  10s.  7jd.  in  the  State  of  Massa- 
chusetts, and  a  much  higher  rate  in  the  State  of 
New  York. 

Comparisons  of  the  kind  attempted  in  this  chapter 
are  necessarily  imperfect,  but  they  make  certain  broad 
conclusions  inevitable.  They  show  that  the  remark- 
able rates  of  licence  taxation  set  forth  in  the  two 
preceding  chapters,  although  modified  to  some  extent 
by  a  relatively  higher  taxation  of  beer  and  spirits  in 
this  country,  are  not  misleading,  but  indicate  a  real 
and  wide  disparity  in  the  total  taxation  of  alcoholic 
liquors  in  this  country  and  in  the  United  States. 
When  every  legitimate  qualification  and  allowance 
has  been  made,  it  is  incontestable  that,  judged  by  the 
American  standards  of  taxation,  the  liquor  trade  in 
this  country  is  considerably  undertaxed. 


CHAPTER  XII 

THE  TAXABLE  RESOURCES  OF  THE  TRADE 

Whenever  the  question  of  increased  taxation  of  the 
liquor  trade  is  raised  it  is  immediately  met  by  the 
plea  that  no  further  taxation  is  possible,  and  that  the 
trade  is  already  taxed  to  the  breaking  point.  That 
the  plea  is  a  very  old  one,  and  has  been  urged  upon 
successive  Chancellors  of  the  Exchequer  for  more 
than  a  century,  seems  not  to  diminish  the  fervour 
with  which,  in  the  face  of  plain  facts,  it  is  repeated 
to-day. 

Certainly,  if  the  oft-repeated  declarations  of  the 
liquor  trade  since  1880  had  had  any  reasonable 
foundation  in  fact,  the  trade  would  by  this  time  have 
shrunk  to  small  proportions,  whereas,  as  a  matter  of 
fact,  apart  from  a  few  exceptions  for  which  taxation 
is  in  no  way  responsible,  it  has  had  great  prosperity. 
No  doubt  during  a  few  recent  years  it  has  suffered, 
as  other  industries  have  suffered,  from  depressed 
trade  ;  but  such  temporary  depressions  are  incidental 
to  commerce  and  must  not  be  taken  as  representing 
a  normal  condition  of  trade.     In  the  present  instance 
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the  depression  is  at  least  partly  due  to  causes  for 
which  the  trade  itself  is  responsible,  among  which 
must  be  included  bad  finance  and  ill-advised  methods 
of  business.  As  Tlie  Times  pointed  out  three  years  ago 
in  its  Financial  and  Commercial  Supplement,  "  the 
primary  cause  of  the  decline  in  prosperity  must  be 
attributed  to  the  excessive  and  often  reckless  com- 
petition among  breweries  a  few  years  ago  for  '  tied ' 
public-houses.  The  change  from  the  free  to  the  tied 
trade  has  produced  a  corresponding  alteration  in  the 
most  marked  characteristics  of  the  ales  produced. 
The  demand  which  originally  came  practically  unsoli- 
cited has  now  to  be  created  by  artificial  means,  not 
only  by  the  purchase  of  public-houses  and  the  making 
of  loans  to  customers,  but  by  other  methods  requiring 
the  outlay  of  capital.  Brewers,  having  obtained  at 
high  prices  a  virtual  monopoly  so  far  as  their  own 
properties  are  concerned,  have  been  compelled  to 
reduce  the  prime  cost  of  their  productions  to  a  level 
which  would  have  been  incredible  to  the  Burton  of  a 
generation  ago,  and  this  reduction  has  meant,  in  many 
cases,  a  diminution  in  the  quality  and  intrinsic  value 
of  the  products  offered  to  the  public."  1  At  the  same 
time,  in  estimating  thedisastrous  financial  effects  of  this 
reckless  speculation  in  licensed  houses,  for  which  the 
trade  itself  is  solely  to  blame,  it  must  be  remembered 
that  the  extension  of  the  tied  -  house  system  has 
brought  with  it  certain  clear  advantages  to  the 
brewers.     As  we  have  elsewhere  pointed  out,  wlieu  a 

1  Times,  January  8,  190t>. 
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brewer  increases  the  number  of  public-houses  under 
his  control,  he  simultaneously  enlarges  the  volume  of 
his  trade  and  the  sum  of  his  profits,  and  this  alto- 
gether apart  from  the  retail  profits  which  are  also 
his  where  the  '  management '  system  is  adopted,  or 
from  the  higher  prices  charged  to  the  publican  where 
the  '  tie '  is  of  the  ordinary  kind. 

Certainly  a  review  of  the  declared  dividends  paid 
by  brewery  and  distillery  companies  over  a  series  of 
years — such  as  we  have  given  in  detail  in  the  un- 
abridged editions  of  this  work1 — is  sufficient  to 
establish  the  normal  prosperity  of  the  trade,  even  if 
we  make  no  allowance  for  the  reserved  ordinary 
shares  of  the  larger  companies,  and  for  the  large  addi- 
tions made  to  reserve  and  the  considerable  sums 
* 

written  off  for  depreciation.  In  some  cases,  even  the 
value  of  lost  licences  has  been  charged  to  current 
revenue. 

Sir  William  Harcourt,  when  Chancellor  of  the 
Exchequer  in  1894,  gave  the  House  of  Commons 
some  striking  figures  as  to  the  increased  prosperity 
of  brewers.  "In  1884-85  the  number  of  assessments 
to  the  income  tax  from  brewers  was  2446,  and  the 
whole  of  their  profits  assessed  amounted  to  £6,316,000. 
Ten  years  later  the  number  of  brewers  assessed  for 
income  tax  was  2274  —  showing  that  the  smaller 
brewers  were  being  more  and  more  absorbed  by  the 
great  concerns — while  the  amount  of  assessed  profits 
was  £10,177,000,  showing  an  increase  of  60  per  cent 

1  See  Chapter  XII.  of  the  unabridged  editions. 
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in  the  profits  of  the  brewing  trade  during  those  ten 
years.  But  the  general  profits  of  trade  under 
Schedule  B  increased,  during  the  same  period,  only 
13  per  cent.  In  looking  to  see  what  trade  is  able  to 
bear  a  moderate  increase  of  taxation,  is  it  right,  or 
is  it  not  right,  to  lay  the  increase  upon  that  trade 
which  shows  an  increase  in  profits  amounting  to  60 
per  cent,  as  compared  with  the  general  trade  which 
shows  an  increase  of  13  per  cent  ?  "  * 

The  trade,  since  1894,  has  experienced  some 
vicissitudes  of  fortune,  but  that  these  have  not 
greatly  affected  its  prosperity  may  be  seen  by  an 
analysis  of  profits  allocated  in  the  form  of  dividends 
by  brewery  and  distillery  companies  in  recent  years.2 

It  is  unfortunate  that  in  ordinary  discussions  of  the 
present  condition  of  the  brewing  trade,  undue  stress  is 
laid  upon  certain  notorious  cases  of  failure  as  instances 
of  depressed  fortunes,  and  sufficient  allowance  is  not 
made  for  their  exceptional  character.  Nor  is  the  fact 
that  these  conspicuous  misfortunes  are  self-inflicted 
sufficiently  recognised.  No  doubt  a  substantial  in- 
crease of  licence  taxation  would  press  heavily  at  first 
upon  certain  over-capitalised  companies,  and  it  might 
even,  in  a  few  instances,  precipitate  a  re-organisation  of 
capital  which  is  inevitable  sooner  or  later ;  but  this, 
while  possibly  an  argument  for  a  progressive,  as 
distinct  from  a  sudden,  increase  of  taxation,  is  not 
an  argument  against  the  need  and  justifiableness  of 
such  an  increase.     It  would  be  a  dangerous  innovation 

1   The  Times,  June  27,  1894. 
3  On  this  point  see  pp.  421-28  of  the  unabridged  editions. 
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to  admit  that  a  privileged  trade  which  is  universally 
recognised  by  economists  and  statesmen  as  the 
fittest  for  taxation,  is  entitled  to  relief  from  a  part 
of  its  legitimate  burden  of  taxation  because  of  the 
mismanagement  or  unsound  finance  of  a  few  com- 
panies. What  may  be  accomplished  under  normal 
conditions  by  wise  business  methods  and  sound 
finance,  is  abundantly  proved  by  the  experience  of 
many  successful  Companies,  and  it  is  to  these,  and 
not  to  mismanaged  companies,  that  the  appeal  pro- 
perly lies.  So  recently  as  1905  a  well-known  brewer 
in  Manchester  gave  it  as  his  opinion  that,  in  his 
district  at  least,  "  the  trade  ought  to  be  in  a  better 
position  than  ever  it  had  been.  The  profits  ought  to 
be  larger  and  the  dividends  larger.  .  .  .  To-day  the 
principal  ingredients — especially  malt — were  cheaper 
than  they  had  ever  been  since  he  had  been  in  the 
business,  which  was  a  period  of  thirty  years."  l 

This  last  is  a  point  to  which  we  have  already 
called  attention,  and  it  is  a  consideration  which 
claims  special  emphasis  in  connection  with  the  exist- 
ing taxation  of  the  liquor  trade.  The  concessions 
made  by  Mr.  Gladstone  in  1880,  and  the  considerable 
fall  that  has  since  taken  place  in  the  price  of  raw 
materials  used  in  the  brewing  industry,  were  neither 
accompanied  nor  followed  by  pecuniary  benefit  to 
the  consumer,  who  is  compelled  to  pay  the  same  (or 
higher)  prices  for  his  beers  as  in  the  years  prior  to 

1  Mr.  F.  Hardy  (of  Hardy's  Crown  Brewery),  Manchester  Guardian, 
June  30,  1905.  Since  then  dividends  at  ,the  rate  of  20  per  cent  have  been 
regularly  paid  on  the  ordinary  shares  of  this  company. 
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1880.  This  is  a  circumstance  that  would  not  be 
possible  in  any  industry  that  was  not  a  close  and 
privileged  monopoly,  and  its  effect  in  increasing  the 
profits  of  the  brewers  is  not  to  be  gainsaid. 

Nor,  in  estimating  the  taxable  capacity  of  the 
trade,  may  we  lose  sight  of  the  fact  that  the  grant  of 
a  licence  to-day  is  a  much  more  valuable  privilege 
than  it  was  formerly,  owing  to  the  policy  of  restric- 
tion which  Parliament  and  local  justices  have  en- 
forced. As  we  have  shown,  between  1880  and  1908 
the  number  of  public-houses  in  the  United  Kingdom 
fell  from  96,727  to  89,493  ;  or,  judged  in  relation  to 
population,  from  a  ratio  of  2*8  per  1000  inhabitants 
to  a  ratio  of  2*0  per  1000  inhabitants.  During  the 
same  period  the  national  expenditure  upon  drink  has 
enormously  increased  in  the  aggregate,  and,  until 
quite  recently,  has  tended  to  increase  relatively  to 
population.  Meantime  the  licence  duties  have  re- 
mained unaltered. 

It  would  be  strange  to  suggest  that  we  have  not 
in  these  and  similar  facts  striking  evidence  of  increased 
taxable  capacity. 

Evasion  of  New  Taxation 

It  may,  however,  be  urged  that,  in  estimating  the 
increased  profits  of  the  trade,  we  have  taken  no 
account  of  the  increase  in  taxation  since  1880.  The 
reason  is  obvious.  This  increased  taxation  has  been 
paid  not  by  the  trade  but  by  the  consumer.  In  the 
case  of  beer  the  gravity  is  reduced  and  the  reduction, 
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by  the  admission  of  the  trade,  is  adjusted  to  equal  or 
to  exceed  the  increase  in  duty,  so  that  the  additional 
charge  has  little  or  no  influence  upon  profits.  In  the 
case  of  spirits  the  practice  of  dilution  is  also  resorted 
to,  and  a  further  saving  may  be  effected  by  selling  a 
less  matured  spirit  ;  or,  failing  one  or  both  of  these 
methods,  the  price  is  raised  to  the  consumer.  The 
trade — as  we  have  elsewhere  shown 1 — has  never  left 
the  public  in  doubt  on  this  point,  but,  whenever 
additional  taxation  has  been  levied,  has  always 
frankly  avowed  that  it  would  be  recovered  from  the 
consumer.  Perhaps  the  frankest  statement  on  this 
question  was  that  made  by  Mr.  E.  N.  Buxton,  the 
Chairman  of  the  well-known  brewing  company  of 
Truman,  Hanbury,  and  Buxton,  in  his  evidence 
before  the  Royal  Commission  in  1897.  Asked  in 
what  way  the  increased  taxation  on  beer  imposed 
by  Mr.  Goschen  came  out  of  the  pockets  of  the 
public,  he  replied :  "  The  pump,  or  possibly  lower 
priced  materials." 

So  well  known  is  this  fact  of  dilution,  that  it  is 
one  which  has  to  be  allowed  for  by  the  Inland 
Revenue  officials  in  estimating  the  results  of  an  in- 
crease in  taxation.  The  fact  that  the  beer  duty  is 
levied  upon  a  "standard"  of  specific  gravity,  and 
not  upon  the  liquid  beer  as  it  goes  into  consumption, 
favours  the  practice.  If  the  basis  of  taxation  were 
the  "  bulk"  barrel  (i.e.  the  barrel  of  liquid  beer2),  as 

1  See  pp.  430-33  of  the  unabridged  edition. 

2  By  "bulk"  barrel  is  meant  a  barrel  of  beer  containing  36  gallons  of 
liquid,  irrespective  of  any  question  of  gravity. 
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.  is  the  case  in  the  United  States,  it  would  not  be  so 
easy  for  the  brewer  to  shift  the  burden  on  to  the 
consumer,  and  the  Revenue  would  gain  the  full 
benefit  of  any  increase  in  taxation.  At  present  it 
does  not  do  so.  The  "war  taxation"  in  1900  was 
immediately  followed  by  a  reduction  of  one  degree  in 
the  gravity  of  the  beer.  The  number  of  "  standard  " 
barrels  retained  for  home  consumption  in  the  United 
Kingdom  in  the  year  ended  March  31,  1901,  was 
less  by  524,910  barrels  than  the  number  of  "  stand- 
ard "  .barrels  consumed  in  the  previous  year.  This 
decline  was  commonly  taken  to  represent  a  real 
decrease  to  that  extent,  in  the  consumption  of  beer, 
and  an  explanation  of  the  apparent  decrease  was 
sought  in  the  absence  of  so  many  soldiers  in  South 
Africa.  As  a  matter  of  fact,  instead  of  a  decline 
of  over  half  a  million  barrels,  there  were  actually 
91,114  more  barrels  of  beer  consumed  that  year  than 
in  the  previous  year.  The  number  paying  duty  was 
less  by  524,910  barrels,  but,  owing  to  a  reduction  of 
gravity  consequent  upon  increased  taxation,  the 
number  actually  consumed  was  more  by  91,114 
barrels.  The  beer  was  of  lower  gravity,  but  as  the 
price  to  the  consumer  was  not  reduced,  the  total 
expenditure  on  beer  by  the  public  was  actually  more, 
instead  of  less,  than  in  the  previous  year,  and  it  was 
the  Revenue,  and  not  the  Drink  Bill,  that  was 
diminished.  What  this  really  means  is,  that  the  tax 
on  the  beer  actually  produced  and  sent  into  con- 
sumption  was  not  7s.    9d.    per    barrel,   but   7s.    7il. 
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Had  the  duty  been  levied,  as  in  the  United  States, 
upon  the  beer  actually  produced  and  sent  into  con- 
sumption, the  Revenue  would  have  received  an 
additional  sum  of  £311,094.  Further  reductions 
in  gravity  since  1900  have  lowered  the  average  rate 
of  duty  to  less  than  7s.  6  Jd.  per  barrel. 

It  is  not  possible  to  examine  the  consumption  of 
spirits  in  the  same  way,  owing  to  the  fact  that  no 
particulars  of  the  actual  strength  of  the  spirits  sold 
in  each  year  are  available.  Inasmuch,  however,  as 
increased  taxation  of  spirits  is  followed  by  reduced 
strength,  while  the  retail  cost  of  the  spirits  remains 
the  same,  it  is  certain  that  the  national  expenditure 
upon  spirits  has  not  declined  to  the  extent  suggested 
by  the  Revenue  returns,  which  are  based  upon  the 
quantity  of  "  proof"  spirit  consumed. 

Present  Taxation  of  Beer  much  lower  than 
formerly 

In  view  of  the  repeated  protests  of  the  trade 
against  any  increase  in  taxation,  it  is  well  to  point 
out  that  the  present  taxation  of  beer  is  only  about 
one-half  what  it  was  prior  to  the  Beer  Act  of  1830. 
The  beer  duty  at  that  time  was  10s.,  and  the  ad- 
ditional malt  duty  brought  the  tax  up  to  15s.  4d.  per 
barrel  at  the  strength  of  1057°,  as  against  7s.  9d.  per 
barrel  at  the  strength  of  1055°  at  the  present  time 
(or  8s.  per  barrel  reckoned  at  the  former  strength  of 
1057°).  In  addition  there  was  a  duty  of  2d.  per 
lb.   on   hops,  which   brought   in   an   average   sum   of 
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£250,000  annually,  and  a  high  licence  duty  on 
brewers,  ranging  from  10s.  for  brewers  brewing  not 
more  than  twenty  barrels  per  annum  up  to  £75 
for  brewers  brewing  more  than  40,000  barrels  per 
annum.  There  was  also  a  duty  on  maltsters'  licences 
ranging  from  7s.  6d.  to  £4  :  10s.  per  annum,  and 
producing  a  revenue  of  £22,000  per  annum. 

Now,  assuming  that  the  same  standard  of  beer 
taxation  was  in  force  to-day,  every  barrel  of  beer  of 
a  specific  gravity  of  1055°  would  pay  a  duty  of 
14s.  lOd.  instead  of  7s.  9d.  as  at  present,  and,  assum- 
ing the  consumption  of  beer  to  be  the  same  as  now 
(1908),  the  total  proceeds  of  the  beer  duty  would 
amount  to  upwards  of  £25,581,000,  or  an  increase 
of  £12,464,000  per  annum. 

In  repealing  the  beer  duty,  in  1830,  Parliament 
was  influenced  by  a  desire  to  give  encouragement  to 
the  consumption  of  beer  and  so  check  the  growing 
use  of  spirits. 

No  one  now  pretends  that  the  experiment  was  a 
success,  except  in  the  stimulus  which  it  gave  to 
the  brewing  industry.  Looked  at  from  a  temperance 
point  of  view  solely,  it  was  a  conspicuous  failure. 
It  flooded  the  country  with  small  beer-shops,  but 
did  not  stay  the  sale  of  spirits,  the  consumption  of 
which,  taking  two  quinquennial  periods,  increased 
in  ratio  to  population  by  slightly  more  than  4  per 
cent  in  ten  years.  The  legislation  of  1830  was,  in 
fact,  another  illustration  of  a  benefit  conferred  upon 
the  liquor  trade  at  the  public  cost. 
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It  is  not  necessary  to  say  more.  We  have  given 
evidence  enough  to  show  that,  whatever  increase  in 
the  taxation  of  beer  and  spirits  has  taken  place  since 
1880,  the  limit  of  taxable  capacity  is  far  from 
reached,  and  that,  in  fact,  the  Trade  has  received 
important  concessions  from  the  nation  for  which  the 
community  has  received  no  fair  return. 


CHAPTER   XIII 


THE    TAXATION    OF    CLUBS 


Before  summing  up  the  conclusions  that  have  been 
reached  in  the  preceding  chapters,  it  is  necessary  to 
insist  that  increased  taxation  of  public -houses  and 
other  liquor  licences  must  be  accompanied  by  the 
taxation  of  all  clubs  in  which  alcoholic  liquors  are 
sold  for  consumption  on  or  off  the  premises.  The 
present  arrangement  under  which  liquors  can  be  freely 
sold  without  the  payment  of  a  licence  duty  is  both 
anomalous  and  unfair  to  the  licensed  victualler,  and 
the  anomaly  and  the  injustice  would  be  seriously 
aggravated  by  any  scheme  of  high  licence  taxation 
from  which  clubs  were  excluded.  Moreover,  such 
continued  exemption  would  be  accompanied  by  grave 
danger  both  to  public  morals  and  to  public  revenue. 
This  was  made  evident  in  New  York  city  in  1896, 
when  the  adoption  of  high  licence  under  the  Raines 
law  led  to  a  sudden  and  rapid  extension  of  clubs 
which  threatened  the  success  of  the  high  licence 
system.  Between  May  1,  1896,  and  January  13, 
1897,    no    fewer    than    3711    so-called    clubs    were 
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chartered  by  the  State  Secretary,  as  against  845 
during  the  year  ended  April  30,  1896.  The  abuse 
was,  however,  summarily  dealt  with  in  1897  by  an 
Amendment  of  the  Act  which  compels  all  clubs  in 
which  alcoholic  liquors  are  sold  to  take  out  an 
ordinary  '  on '  licence  at  the  same  rate  that  is  paid  by 
publicans.  This  payment  in  the  greater  part  of  New 
York  city  is  £245  per  annum.1 

It  is  unquestionable  that  a  similar  danger  might 
arise  in  this  country  under  a  scheme  of  high  licence 
taxation  for  public-houses  that  was  unaccompanied 
by  adequate  taxation  of  clubs. 

It  is  no  doubt  true  that  the  multiplication  of  bogus 
clubs  has  been  checked  in  Great  Britain  by  the 
Licensing  Amendment  Acts  of  1902  and  1903,  and 
in  Ireland  by  the  Registration  of  Clubs  (Ireland)  Act 
of  1904  ;  but  it  is  difficult  to  believe  that  the  checks 
therein  imposed  would  be  a  sufficient  safeguard  against 
such  a  danger  as  we  have  indicated  above,  and  in 
any  case  they  do  nothing  to  remedy  the  substantial 
injustice  to  the  ordinary  liquor-seller  which  is  involved 
in  the  exemption  of  clubs  from  taxation.  At  present 
the  only  payment  made  by  clubs  for  the  privilege  of 
selling  alcoholic  liquors  to  members  and  their  guests 
is  a  small  registration  fee  of  five  shillings. 

The  Value  of  the  Privilege 

It  is  not  as  if  the  privilege  were  of  small  pecuniary 
value.     As  a  matter  of  fact  the  sales  are  considerable, 

1  This  includes  the  Federal  tax  of  £5  per  annum. 
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and  the  profits  of  the  bar  are,  as  a  rule,  an  outstanding 
source  of  revenue  without  which  the  clubs  could  not 
continue  to  exist. 

This  will  appear  from  the  detailed  particulars 
which  we  have  given  in  the  unabridged  editions  of 
this  work,1  and  especially  from  the  summarised 
details  extracted  by  us  from  the  balance-sheets  of 
540  clubs  situated  in  different  parts  of  England 
and  Wales.  The  representative  character  of  the 
figures  may  be  gathered  from  the  fact  that  the 
clubs  dealt  with  are  located  in  255  separate 
towns  and  in  34  separate  counties.  They  were 
not  arbitrarily  chosen,  but  represent  the  whole 
of  those  for  which  official  balance  -  sheets  were 
obtainable. 

The  total  number  of  members  in  the  540  clubs 
was  163,227,  which  represents  an  average  membership 
of  302  per  club.  The  aggregate  takings  of  the  540 
clubs  for  refreshments,  etc.,  in  a  single  year  amounted 
to  £431,323,  or  an  average  of  £800  per  club.  Nearly 
the  whole  of  this  vast  sum  was  spent  on  alcoholic 
drinks.  The  aggregate  gross  profit,  after  deducting 
the  cost  of  stock,  was  £145,290,  which  represents  a 
gross  profit  of  33*7  per  cent  on  takings,  or  of  50 '8 
per  cent  on  cost  of  stock.  The  profits  would,  of 
course,  have  been  greater  but  for  the  low  price  at 
which  alcoholic  liquors  are  usually  sold  in  clubs. 
Analysis  of  the  returns  shows  that  in  about  45  per 
cent  of  the  clubs  the  bar  steward's  takings  were  under 

1  See  Chapter  XIII.  of  the  unabridged  editions. 
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£500  per  annum.  In  another  29  per  cent  the  takings 
ranged  from  £500  to  £1000  per  annum;  in  20  per  cent 
of  the  clubs  the  takings  were  from  £1000  to  £2000 
per  annum  ;  while  in  the  remaining  6  per  cent  the 
steward's  takings  ranged  from  over  £2000  to  more  than 
£6000  per  annum.     The  details  were  as  under  : — 


Amount  of  Takings. 

No.  of  Clubs. 

Per  Cent  of  Total. 

Under  £100 

30 

5-5 

£100-200 

54 

10-0 

200-300 

41 

7-6 

300-400 

58 

10-7 

400-500 

59 

10-9 

500-750 

95 

17-6 

750-1000 

61 

11-3 

1000-1250 

44 

8-1 

1250-1500 

32 

5-9 

1500-1750 

19 

3-5 

1750-2000 

12 

2-2 

2000-2250 

6 

11 

2250-2500 

6 

1-1 

2500-2750 

3 

•6 

2750-3000 

7 

1-3 

3000-3250 

3 

•6 

3250-3500 

2 

•4 

3500-3750 

1 

•2 

3750-4000 

2 

•4 

4250-4500 

3 

•6 

4500-4750 

1 

•2 

6000-7000 

1 

•2 

540 

1000 

The  figures  may  be  left  to  speak  for  themselves. 
They  demonstrate,  as  no  other  form  of  argument 
could  do,  the  anomalous  character  of  an  arrange- 
ment  which  leaves  sales  of  liquor  of  this  magnitude 
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outside  the  scope  of  our  fiscal  system.  If  the  privi- 
lege of  selling  alcoholic  liquors  is  properly  a  taxable 
privilege  in  the  case  of  a  publican  or  hotel-keeper, 
it  surely  should  be  a  taxable  privilege  in  the  case 
of  a  club.  No  theory  of  co-operative  ownership  can 
justify  so  striking  and  unjust  an  anomaly  in  our 
fiscal  arrangements  as  the  present  exemption  of  clubs 
from  taxation  involves. 

In  the  British  Colonies,  as  we  have  elsewhere  fully 
shown,1  the  taxation  of  clubs  is  general  and  the 
amount  of  the  tax  is  often  substantial.  In  the  Trans- 
vaal the  licence  duty  on  clubs  is  £50  per  annum, 
while  in  two  Canadian  provinces  it  is  £60  per  annum. 
In  the  United  States  the  duties  charged  are  often 
still  higher.  In  some  States  (e.g.  New  York,  Minne- 
sota, and  Florida)  clubs  are  required  to  pay  the  same 
amount  as  publicans,  with  the  result  that,  in  Minne- 
sota, clubs  pay  an  annual  aggregate  fee  of  £205  and 
in  New  York  city  of  £245. 

Legislative  Proposals 

The  matter  has  been  repeatedly  brought  under  the 
notice  of  Parliament,  but  hitherto  without  result. 
The  failure  is  no  doubt  due  in  part  to  the  political 
influence  of  the  clubs,  but  also  to  the  fact  that  the 
magnitude  of  the  sales  made  in  clubs  is  not  generally 
known.  As  far  back  as  1863  Mr.  Gladstone  included 
in   his  budget  proposals   a  suggestion  to  subject  all 

1  See  Chapter  XIII.  of  the  unabridged  editions. 
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clubs  at  which  intoxicating  liquors  were  sold  to  the 
payment  of  a  licence  duty.  The  proposal  was,  how- 
ever, subsequently  withdrawn,  largely  as  the  result 
of  the  agitation  of  the  London  clubs. 

The  matter  was  again  brought  before  the  House 
of  Commons  on  more  than  one  occasion  during  the 
debates  on  Mr.  Gladstone's  budget  in  1880;  but 
without  practical  result.  Ten  years  later  Lord 
Randolph  Churchill  re-opened  the  question  in  his 
Licensing  Law  Amendment  Bill,  which  provided  for 
the  registration  of  clubs,  and  for  the  payment  by 
them  of  an  annual  charge  based  upon  the  annual 
value  of  the  premises.  The  Bill,  however,  failed  to 
secure  a  second  reading  and  was  consequently  with- 
drawn. 

During  the  nineteen  years  that  have  since  elapsed 
various  proposals  have  been  made  for  the  taxa- 
tion of  clubs.  Some  of  these  have  had  for  their 
object  the  imposition  of  a  uniform  registration 
fee  payable  by  all  clubs  alike.  Such  a  proposal 
is  defective  because,  in  the  first  place,  it  is  based 
upon  no  strict  fiscal  principle,  and  because,  in 
the  second,  it  operates  unequally.  Other  proposals 
have  contemplated  a  licence  fee  equal  to  a  definite 
percentage  on  the  amount  of  members'  annual  sub- 
scriptions, so,  however,  that  the  duty  charged  should 
not  be  less  than  a  fixed  minimum  sum  nor  more  than 
a  statutory  maximum  sum.  The  objections  to  such 
a  basis  of  taxation  are,  first,  that  the  amount  of  the 
subscription  fee  varies  in  different  clubs  ;  and,  second, 
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that  the  total  proceeds  of  members'  subscriptions  bear 
no  necessary  relation  to  the  amount  of  alcoholic  liquor 
sold.  Other  proposals  still  have  followed  the  pre- 
cedent of  Lord  Kandolph  Churchill's  Bill,  and  have 
provided  that  the  licence  duty  or  registration  fee 
should  be  based  upon  the  annual  value  of  the  pre- 
mises occupied  by  the  club.  This  suggestion  has 
certain  obvious  merits.  It  is  entirely  consistent  with 
the  existing  basis  of  licence  taxation  in  the  case  of 
public -houses,  and  it  has  the  further  merit  of  being 
practicable,  inasmuch  as  clubs  are  already  assessed 
on  the  basis  of  their  full  annual  value  for  the  pur- 
pose of  the  house  duty.  It  is  more  than  doubtful, 
however,  if  it  is  the  best  available  basis.  As  the 
possession  of  a  licence  would  necessarily  be  a  factor 
in  the  determination  of  annual  value,  it  is  probable 
that  the  same  objections  that  have  been  urged  against 
the  choice  of  annual  value  in  the  case  of  public-houses 
would  apply  in  the  case  of  clubs.  In  any  case  it  is 
certain  that  the  amount  of  alcoholic  liquor  sold  in  a 
club  bears  no  strict  relation  to  the  rateable  value  of 
the  premises.  Clubs  which  are  notoriously  '  drinking ' 
clubs,  and  in  which  far  more  than  the  average 
quantity  of  liquor  is  sold,  often  occupy  premises 
of  low  rateable  value.  On  a  basis  of  annual 
value  those  clubs  would  escape  with  a  low  licence 
duty. 

The  only  other  proposed  basis  of  taxation  that 
need  be  considered  is  that  of  gross  takings  or  sales. 
This  was  the  basis  suggested  in  the  scheme  of  licensing 

Do  o 
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reform  promoted  by  the  Manchester  Licensing  Reform 
Committee,  and  in  the  United  Temperance  Bill  of 
1894.  The  promoters  of  the  former  Bill  suggested 
a  registration  fee  at  the  rate  of  5  per  cent  on  the 
receipts  from  the  sale  of  intoxicating  liquors ;  while 
the  promoters  of  the  latter  Bill  suggested  a  licence 
fee  at  the  rate  of  10  per  cent  on  the  receipts  from 
the  sale  of  such  liquors.  The  chief  obstacle  to  the 
adoption  of  this  basis  of  taxation  lies  in  the  difficulty 
of  obtaining  satisfactory  evidence  of  sales.  Assuming 
this  difficulty  to  be  successfully  overcome,  there  is 
much  to  be  said  for  the  suggestion.  That  it  would 
lead  to  a  substantial  increase*  of  public  revenue  is 
clear. 

Its  effect  in  this  direction  can  be  illustrated  in 
the  case  of  the  540  clubs  of  which  particulars  have 
already  been  given.  At  the  present  time  we  receive 
in  registration  fees  from  these  540  clubs  a  total  sum 
of  £135  per  annum.  On  the  basis  of  a  5  per  cent 
tax  on  takings,  we  should  receive  an  annual  revenue 
of  £21,694,  or  160  times  as  much  as  we  now  receive 
in  registration  fees.  On  the  basis  of  a  10  per  cent 
tax  on  takings,  the  annual  sum  received  would  be 
£43,388,  or  320  times  greater  than  the  present  pro- 
ceeds of  the  registration  fees.  If  we  take  these  540 
clubs  as  representative  of  the  whole  of  the  registered 
clubs  in  England  and  Wales — and  there  is  fair  ground 
for  this  assumption — we  can  form  a  good  estimate  of 
the  increase  in  public  revenue  that  would  result  from 
the  adoption  of  either  of  the  proposed  rates  of  duty. 
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The  average  takings  of  the  540  clubs  amount  to  £800 
per  club.  A  5  per  cent  tax  on  receipts  would  there- 
fore represent  an  average  licence  duty  of  £40,  and  a 
10  per  cent  tax  on  receipts  an  average  duty  of  £80. 
If  we  applied  these  rates  to  the  6907  registered  clubs 
in  England  and  Wales  we  should  obtain  on  the 
one  basis  a  revenue  of  £276,280  per  annum,  and 
on  the  other  a  revenue  of  £552,560  per  annum. 
The  present  aggregate  receipts  from  registration 
fees  are  £1727  per  annum.  These  figures  apply  to 
England  and  Wales  only.  If  we  applied  the  same 
rates  of  taxation  to  the  674  registered  clubs  in 
Scotland,  there  would  be  a  further  increase  in 
revenue  of  £26,792  on  the  5  per  cent  basis,  and  of 
£53,752  on  the  10  per  cent  basis.  The  latter  rate 
of  taxation  may  be  too  high,  but  the  former  is  not 
excessive. 

But,  whatever  basis  of  taxation  be  adopted,  it  is 
essential  that  the  matter  be  dealt  with  in  connection 
with  any  scheme  for  the  furtlier  taxation  of  publicans 
and  other  licensed  retailers.  To  leave  clubs  untaxed, 
while  imposing  heavy  duties  upon  public-houses  and 
beer-houses,  would  be  to  imperil  the  success  of  the 
high  licence  system,  and  to  aggravate  an  anomaly 
that  is  even  now  unjust.  On  the  other  hand,  to 
bring  clubs  into  the  general  scheme  of  licence  taxa- 
tion would  be  to  safeguard  public  order  and  to  make 
a  real  advance  towards  that  "  equality  of  taxation  " 
which  Mr.  Gladstone  desired.  Such  a  project  would 
have  this  exceptional  advantage,  that  it  would  receive 
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the  cordial  support  of  every  section  of  the  organised 
liquor  trade.1 

1  Taxation  of  clubs  does  not  necessarily  involve  the  licensing  of  clubs, 
but  is  quite  compatible  with  the  present  system  of  registration.  It  may  be 
doubted  if  the  licensing  of  clubs  is  strictly  practicable.  A  licence  carries 
with  it  in  the  ordinary  way  the  right  to  sell  to  any  one,  and  it  would  be 
difficult  to  place  clubs  on  the  same  footing  as  a  publican  in  respect  of  restric- 
tious  without  conceding  the  same  privilege  of  free  and  indiscriminate  sale. 
On  the  other  hand,  i^clubs  are  to  be  registered  as  social  institutions,  they 
must  be  prepared  to  accept  the  limitations  that  properly  attach  to  such 
discrimination.  Sales  should  be  restricted  to  bond  fide  members  of  the 
particular  club  registered  (with  careful  provision,  of  course,  for  distribution 
to  bond  fide  guests),  and  the  present  privilege  of  purchase  for  consumption 
off  the  premises  should  be  abolished. . 


CHAPTER   XIV 

CONCLUSION 

We  have  now  completed  our  survey  of  the  facts  with 
which  the  present  volume  is  primarily  concerned  and 
upon  which  its  argument  depends. 

The  outstanding  facts  in  the  discussion  are  the 
apparently  casual,  or  at  least  the  more  or  less  hap- 
hazard and  unscientific,  development  of  the  existing 
licensing  system  and  the  marked  inadequacy  of  the 
taxation  imposed  from  earliest  times  upon  the  pub- 
lican. No  doubt  the  former  tends  to  produce  an 
exaggerated  impression  in  the  mind  of  a  modern 
observer,  for  the  reason  that  his  historical  retrospect 
includes  the  knowledge  of  facts  which  were  not 
matters  of  knowledge,  nor  even  of  intelligent  anti- 
cipation, to  the  original  framers  and  early  amenders 
of  the  existing  licensing  system.  Similarly,  the 
impression  of  inadequate  taxation  is  no  doubt 
strengthened  in  a  modern  mind  by  the  unconscious 
application  of  fiscal  ideas  and  standards  which  are  of 
comparatively  recent  development,  and  which  could 
not  have  been  applied  in  anything  like  their  modern 
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measure  and  force  to  the  trade  as  it  existed  in  the 
sixteenth,  seventeenth,  and  eighteenth  centuries. 
Nevertheless,  when  all  necessary  qualifications  have 
been  made,  the  conclusion  reached  and  stated  in  the 
preceding  pages  that  the  fiscal  treatment  of  the  pub- 
lican has  been  casual  and  inadequate,  cannot,  we 
think,  be  contested. 

Originally,  as  we  have  shown,  our  licensing  system 
was  essentially  a  free  trade  system,  and  consequently 
no  charge  other  than  a  recognisance  fee  was  imposed. 
So  long  as  it  preserved  this  character,  licence  taxation 
was  strictly  inappropriate,  and  its  introduction  for 
other  than  police  considerations  would  have  been 
unjust.  It  is  true  that,  as  early  as  the  fifteenth 
century,  the  principle  of  discrimination,  which  is  the 
ultimate  basis  of  a  monopoly,  was  recognised  in  the 
requirement  of  certain  nominal  sureties  for  character 
and  good  behaviour  ;  but  the  foundations  of  a  mono- 
poly were  not  properly  laid  until  1552,  when  the 
principle  of  discrimination  (viz.  authorisation  by  the 
Sessions  of  the  Peace  or  two  justices)  was  definitely 
established  in  a  form  which  involved  the  subsequent 
monopoly  of  the  publican.  Clearly  this  establish- 
ment of  a  monopoly  should  have  been  accompanied 
by  the  definite  application  of  the  fiscal  principle 
which  recognises  that  State -created  monopolies  are 
proper  objects  of  taxation.  To  the  fact  that  it  was 
neither  accompanied,  nor  for  a  considerable  period 
followed,  by  the  application  of  the  fiscal  principle, 
are    due    many,    if   not    most,    of   the    evils    which 
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Parliament  and  earnest  reformers  have  since  so  deeply 
deplored. 

The  Regulative  Effect  of  High  Licence  Duties 

It  is  indisputable,  for  example,  that  to  our  neglect 
of  the  fiscal  principle  we  primarily  owe  the  present 
excess  in  the  supply  of  licensed  premises.  Nothing 
in  our  licensing  experience,  as  we  have  repeatedly 
insisted,  is  more  remarkable  than  the  failure  of  Parlia- 
ment to  realise  the  potency  of  economic  forces  in  re- 
stricting the  number  of  licences  to  necessary  limits. 
Throughout  the  entire  history  of  our  licensing  arrange- 
ments opinion  in  Parliament  and  outside  has  taken 
on  this  question  a  totally  wrong  direction.  We 
have  put  our  trust  solely  in  magisterial  discretion, 
neglecting  the  powerful  influence  of  economic  law, 
and  the  result  has  been  an  excess  in  the  number  of 
licences  which  every  one  now  deplores.  The  magis- 
trates are  not  wholly  to  blame.  Parliament  had 
placed  them  in  a  position  of  great  difficulty  and  of 
constant  embarrassment,  forgetful  of  the  fact  that 
"  the  operation  of  economic  law  is  more  uniform  than 
the  exercise  of  official  discretion."  It  is  one  of  the 
cardinal  virtues  of  the  high  licence  system  that  "  it 
recognises  the  virtue  of  economic  law  and  throws 
back  upon  such  law  the  limiting  of  the  number  of 
drinking  places."  This  has  been  abundantly  shown 
in  the  preceding  pages. 
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Financial  Advantages 

The  system  of  high  licence  has  another  material 
advantage  in  that  it  adds  considerably  to  the  public 
revenue.  As  the  preceding  pages  have  shown,  the 
monopoly  values  of  liquor  licences  are  enormous 
and,  under  proper  trade  conditions,  they  repre- 
sent a  potential  source  of  greatly  increased  revenue. 
Hitherto  the  State  has  been  heedless  or  ignorant 
of  the  exceeding  value  of  the  privilege  which  it 
has  lightly  conferred  upon  certain  fortunate  indi- 
viduals, and  it  has  consequently  suffered  the  loss 
of  considerable  sums  which  would  materially  have 
lessened  the  direct  burdens  of  the  taxpayers  of  the 
country.  But  the  improvident  policy  of  the  State 
has  not  destroyed  these  monopoly  values.  They  are 
as  real  and  tangible  and  as  proper  objects  of  taxation 
now  as  before.  To  continue  to  ignore  them  is  to  do 
injustice  to  the  ordinary  taxpayer  and  to  perpetuate 
a  policy  of  improvidence  and  waste. 

The  substantial  financial  advantages  of  high 
licence  have  been  fully  shown  in  the  case  of  both  the 
British  colonies  and  the  United  States  of  America. 
Thus,  in  Minneapolis,  536  saloons  in  1884  yielded 
a  revenue  of  £10,720.  In  1899  the  revenue  from 
330  saloons  was  £61,400,  while  352  saloons  at 
the  present  time  yield  a  revenue  of  over  £70,000. 
In  the  city  of  Philadelphia,  where,  as  we  have 
shown,  an  enormous  reduction  in  the  number  of 
licences  has  taken  place  in  recent  years,  the  revenue 
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from  licences  has  increased  from  £60,000  in  1887 
to  £338,422  in  1898,  when  there  were  actually 
4082  fewer  licences.  At  the  present  time,  with 
4033  fewer  licences  than  in  1887,  the  annual 
receipts  (excluding  the  proceeds  of  the  Federal  tax) 
are  over  £380,000.  In  Chicago  an  increase  in  the 
licence  duty  raised  the  proceeds  from  licences,  between 
1874  and  1884,  from  £40,000  to  £350,000  and  at 
the  same  time  reduced  the  number  of  licences  from 
3800  to  3600,  despite  the  fact  that  the  population 
had  meanwhile  increased  by  250,000  persons.  The 
financial  benefits  of  the  system  in  Greater  New  York, 
Boston,  and  other  cities  have  been  shown  in  detail 
elsewhere  and  need  not  be  further  referred  to. 

Limitations  and  Defects  of  High  Licence 

While,  however,  such  facts  as  have  been  adduced 
challenge  the  serious  attention  of  reformers  and  states- 
men,  it  is  not  suggested  that  the  system  of  high  licence 
is  an  ideal  licensing  system,  or  that  its  adoption  would 
solve  the  vexed  problem  of  temperance  reform.  All 
that  is  suggested  is  that  "  to  whatever  extent  the 
traffic  is  legally  permitted,  it  should  be  placed  upon  a 
natural  basis,  and,  so  far  as  practicable,  committed  to 
the  control  of  economic  law."  It  is  not  necessary 
that,  in  the  process,  the  ordinary  safeguards  of  our 
existing  licence  system  should  be  modified  or  with- 
drawn. Experience  in  many  of  the  American  States 
has  shown  that  these  safeguards  are  in  no  way  in- 
compatible  witli   high  taxation,  nor  does  such  taxa- 
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tion  necessarily  interfere  with  the  utmost  stringency 
of  police  regulation  and  administrative  control. 
Ordinarily  the  licensee  in  the  United  States  is  re- 
quired to  furnish,  in  addition  to  the  licence  duty,  a 
heavy  bond  with  sureties  as  security  for  his  observance 
of  the  laws  and  regulations  affecting  the  traffic, 
and  there  are  other  '  conditions  precedent '  which, 
properly  enforced,  provide  additional  safeguards.  In 
the  United  Kingdom  the  system  would  have  advan- 
tages not  always  to  be  found  in  the  United  States. 
In  this  country  the  system  of  police  regulation  is 
more  highly  developed,  and,  imperfect  though  it  may 
yet  be,  it  would  unquestionably  fortify  the  economic 
regulation  to  an  extent  that  has  not  hitherto  been 
reached  in  some  of  the  American  States. 

No  doubt  the  tendency  of  the  high  licence  system, 
if  left  uncontrolled  by  efficient  police  regulation,  is  to 
induce  the  trader  to  push  his  trade  by  every  legiti- 
mate or  possible  means  in  order  to  recoup  himself 
for  the  higher  taxation  ;  but  this  is  a  danger  that  is 
present  in  degree  in  every  system  of  private  licence 
and,  while  it  may  be  more  real  in  the  case  of  high 
licence,  the  added  risk  is  there  off-set  by  the  reduced 
competition  which  results  from  the  economic  check 
of  high  taxation.  By  reducing  the  number  of 
licences  and  so  concentrating  the  trade  in  fewer 
houses,  it  tends  to  discourage  practices  which  flourish 
under  competition  and  also  facilitates  the  work  of 
effective  police  supervision.  Its  radical  defects  are 
that   it   leaves  a  dangerous  trade  in   private   hands 
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and  fails  to  destroy  the  menacing  and  corrupting 
influence  of  the  liquor  trade  in  municipal  and  national 
politics. 

Liquor  Duties  v.  Licence  Duties 

One  suggestion  remains  to  be  considered.  It  is  that 
the  liquor  itself,  rather  than  the  trader's  licence,  should 
bear  the  weight  of  any  increase  in  taxation.  It  is 
urged  in  favour  of  this  suggestion  that  the  publican's 
trade  tends  to  become  a  declining  trade  :  that,  owing 
partly  to  legislation  and  partly  to  developments  in 
the  business  methods  of  the  brewers  themselves,  some 
of  the  liquor  that  was  formerly  sold  in  public-houses 
is  now  sold  in  clubs  and  also  direct  to  the  consumer 
in  bottles  and  casks  and  gallon  jars.  The  effect  of 
high  licence  taxation  for  publicans  and  beer-house 
keepers,  it  is  urged,  will  be  to  develop  still  further 
this  change  in  the  methods  and  forms  of  distribution, 
with  the  result  that  an  increasing  quantity  of  liquoi 
will  escape  high  licence  taxation.  So  far  as  the 
change  itself  is  concerned,  the  facts  are  no  doubt 
as  stated.  The  public  -  house,  although  still  the 
great  distributing  agency  of  the  trade,  has  certainly 
been  adversely  affected  by  the  remarkable  develop- 
ments that  have  taken  place  in  the  bottling  trade 
and,  to  a  much  smaller  extent,  by  the  increase  of 
clubs.  The  objection,  however,  only  has  force  if  it 
be  assumed  that  the  high  licence  system  will  be 
applied  to  public-houses  and  beer- houses  only.  Such 
an   assumption  is,  of  course,  erroneous.     Obviously 
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all  liquor  licences  must  be  included  in  the  high 
licence  system  and,  as  already  proposed,  "clubs  which 
dispense  liquor  to  members  and  visitors  must  bear 
their  fair  share  of  taxation  equally  with  public- 
houses  and  other  licensed  premises.  In  this  way  no 
injustice  would  be  perpetrated  and  the  economic 
check  would  be  universally  applied. 

It  is  probable  that  the  liquor  trade,  as  a  whole, 
would  prefer  the  tax  to  be  placed  on  beer  and  spirits 
rather  than  on  licences,  and  it  is  further  probable 
that  less  objection  would  be  raised  against  a  sub- 
stantial increase  of  the  beer  and  spirit  duties  than 
against  a  small  additional  duty.  The  former  prefer- 
ence is  due  to  the  fact  that  it  is  easier  to  recover  a 
duty  on  beer  or  spirits  from  the  consumer  than  it  is 
to  pass  on  a  duty  on  the  licence.  Similarly,  the 
preference  of  the  trade  for  a  substantial  addition  to 
the  liquor  duties  instead  of  a  small  addition  is  due 
to  the  fact  that  it  is  easier  to  recover  the  larger  sum 
by  enhancing  the  sale  price  of  the  commodity.  An 
extra  duty  on  beer  of,  say,  5s.  per  barrel  could  be 
more  easily  recovered  from  the  consumer  than  an 
increase  of  Is.  per  barrel. 

On  the  other  hand,  there  are  certain  considera- 
tions which  point  very  clearly  to  the  desirability  of 
taxing  the  licence.  In  the  first  place,  a  tax  on 
liquor  has  no  effect  upon  the  number  of  licences 
applied  for  and  granted,  whereas,  as  we  have  seen, 
high  licence  taxation  is  powerful  in  effecting  an 
automatic  reduction.     The  absence  of  the  economic 
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check  in  the  past  has  led  to  the  present  excess  in  the 
number  of  licensed  premises,  and  it  is  important 
now  to  invoke  the  aid  of  ordinary  economic  forces 
in  the  adjustment  of  supply  and  demand.  In  the 
second  place,  the  licence  duties  are  notoriously  in- 
adequate, and  to  continue  to  exempt  licensees  from 
their  proper  share  of  taxation  in  consideration  of 
an  increased  tax  upon  liquor  would  be  to  stereotype 
a  confusion  of  two  distinct  branches  of  trade  which 
already,  under  the  tied  -  house  system,  has  been 
carried  to  undesirable  lengths.  Thirdly,  the  present 
scale  of  licence  taxation  is  full  of  anomalies  and 
must  in  any  case  be  revised,  and  it  would  seem 
better  to  found  a  scheme  of  revision  upon  a  just 
appreciation  of  the  fiscal  value  of  the  licence.  No 
doubt  such  a  scheme  of  revision  would  involve  the 
suppression  of  some  unnecessary  licences,  but  any 
loss  accruing  to  brewers  from  this  result  would  be 
more  than  met  by  economies  in  management  expenses 
made  possible  by  the  concentration  of  trade  in  fewer 
houses. 
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SUMMARY 

To  sum  up.  The  evidence  adduced  in  the  present 
volume  justifies,  we  believe,  the  following  among 
other  conclusions : — 

1.  That  the  policy  of  the  State  so  far  as  it  con- 
cerns the  fiscal  treatment  of  the  publican  has,  from 
the  first  establishment  of  the  licensing  system,  been 
based  upon  an  imperfect  appreciation  of  the  monetary 
value  of  a  monopoly  licence. 

2.  That  in  its  repeated  attempts  to  restrict  a 
dangerous  trade  the  State  has  aggravated  the  fiscal 
anomaly  by  enhancing  the  value  of  licences  without 
exacting  an  equivalent  return,  in  the  form  of  adequate 
taxation,  from  the  trade. 

3.  That  the  present  excess  in  the  number  of 
licences  is  due  to  a  failure  to  apply  the  economic 
check  of  adequate  taxation. 

4.  That  so  far  as  the  adjustment  of  supply  and 
demand  in  the  provision  of  licensed  premises  is  con- 
cerned, the  operation  of  economic  law  is  more  uniform 
than  the  exercise  of  magisterial  discretion,  and  resort 
should  be  had  to  it  before  attempting  a  costly  scheme 
of  compulsory  reduction  of  licences. 

5.  That  the  existing  scale  of  licence  taxation  is 
not  only  inadequate  but  anomalous  and  urgently  in 
need  of  revision. 
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6.  That  the  present  basis  of  licence  taxation  is 
largely  responsible  for  existing  anomalies,  and  is  not 
a  trustworthy  guide  to  the  monopoly  value  of  a 
licence. 

7.  That  revision  of  taxation  should  take  the  form 
of  a  statutory  scale  of  minimum  licence  duties  (graded 
according  to  (a)  the  population  of  the  town  or  other 
area  and  (b)  the  annual  value  of  the  licensed  premises 
within  each  area)  supplemented,  as  soon  as  prac- 
ticable (i.e.  after  the  imposition  of  a  time-limit),  by 
a  system  of  public  tender  whereby  the  monopoly 
value  of  licences  would  be  automatically  determined 
and  the  recurrence  of  the  compensation  difficulty  be 
prevented. 


CHAPTER   XV 

SUPPLEMENTARY SOME    CRITICISMS    AND    ALLEGED 

OBJECTIONS    CONSIDERED 

In  view  of  the  public  importance  of  the  matters 
discussed  in  the  preceding  pages  it  may  be  of  value 
to  consider  briefly  some  of  the  objections  and  criti- 
cisms that  have  been  urged  against  the  writers'  con- 
clusions since  the  publication  of  the  earlier  editions 
of  this  volume. 

The  Financial  Results  of  the  Repeal  of  the 
Malt  Tax 

The  most  notable  detailed  criticism  of  which  the 
present  writers  are  aware  is  concerned  with  some  nine 
pages  (pp.  40-48)  which,  although  of  considerable 
intrinsic  importance,  are  incidental  to  the  main 
argument  and  do  not  affect  the  general  conclusions 
reached.  The  criticism  is  contained  in  a  pamphlet l 
of  some  twenty -five  pages,  written  by  Mr.  H.  G. 
Aldous,    a   brewer,    and    published   in   1907.      It  is 

1  The  Taxation  of  the  Liquor  Trade  :  a  portion  of  Chapter  IV.  of  Messrs. 
Rowntvee  and  Sherwell's  book  critically  examined,  by  H.  Graham  Aldous, 
1907. 
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primarily  concerned  with  the  financial  results  of  the 
repeal  of  the  Malt  Tax  in  1880,  and  is  intended  to 
show  that,  contrary  to  the  official  conclusion  of  the 
Commissioners  of  Inland  Revenue,  and  to  the  striking 
evidence  adduced  by  the  present  writers  as  to  the 
reduced  cost  of  brewing  materials  since  1880  and  the 
widespread  use  of  substitutes  for  malt,  the  conces- 
sions and  changes  made  by  Mr.  Gladstone  in  1880 
have  actually  been  to  the  financial  disadvantage  of 
the  brewing  trade ! 

The  matters  involved  are  of  a  highly  technical 
character,  and  a  detailed  discussion  of  them  is  not 
possible  within  the  limits  of  this  edition.  They  have 
been  fully  discussed  in  the  unabridged  editions  of 
this  volume,1  and  the  reader  who  cares  to  study  the 
facts  and  figures  there  given  will  see  how  unfounded 
and  preposterous  are  our  critic's  suggestions. 

The  Basis  of  Comparison 

In  turning  to  the  criticisms  directed  against  the 
main  argument  of  this  volume,  we  may  notice,  in  the 
first  place,  that  which  is  concerned  with  the  basis  of 
comparison.  In  attempting  to  compare  (Chapter 
XI.)  the  relative  taxation  of  the  liquor  trade  in  this 
country  and  in  the  United  States,  we  added  together 
the  total  yield  of  the  licence  duties  and  the  total 
proceeds  of  the  duties  on  beer  and  spirits  in  each 
country  and  divided  the  result  by  the  quantities  of 
alcohol   sold.     That  seemed  to   us   the   fairest  and, 

1  See  Chapter  XV.  of  the  second  and  third  (unabridged)  editions. 
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indeed,  the  only  legitimate  method  of  comparison. 
Several  of  our  critics,  ignoring  altogether  the 
quantities  of  liquor  represented  by  the  proceeds  of 
taxation,  have  taken  the  yield  of  the  combined  duties 
in  each  of  the  two  countries  and  have  divided  it  by 
the  total  population  in  the  United  Kingdom  and  in 
the  United  States  respectively,  thereby  deducing  the 
extraordinary  conclusion  that,  despite  the  enormous 
difference  in  the  rates  of  licence  taxation  shown  in 
the  preceding  pages,  taxation  of  the  liquor  trade  is 
considerably  higher  in  this  country  than  in  the 
United  States  ! 

The  criticisms  on  this  particular  point,  although 
appearing  in  various  journals,  are  identical  in  form 
and  have  evidently  been  supplied  from  one  source. 
We  will  quote  the  statement  as  it  appears  in  The 
Brewers  Almanack  and  Wine  and  Spirit  Trade 
Annual  for  1908,  an  official  volume  "  published  for 
the  Brewers'  Society." 

After  detailing  the  various  items  of  revenue  from 
beer,  wine,  and  spirits  and  licences  in  1896  in  the  two 
countries,  the  conclusion  is  stated  as  follows  : — 

"  Taking,  therefore,  the  revenue  for  both  countries 
at  35  millions,  round  figures,  and  the  population 
figures,  as  they  stood  in  1896,  at  40  millions  for  the 
United  Kingdom  and  70  millions  for  the  United 
States,  it  follows  that  the  taxation  was  about 
17s.  6d.  per  head  in  the  United  Kingdom  against  10s. 
per  head  in  the  United  States;  the  former  amount 
being   no   less    than   75   per   cent    greater  than  the 
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contribution  per  head  of  the  population  of  the  United 
States." 

Now,  setting  aside  the  fact  that  the  revenue 
quoted  for  the  United  Kingdom  includes  an  item  of 
£1,296,000  for  customs  duties  on  wine,  while  the 
revenue  quoted  for  the  United  States  takes  no 
account  of  a  corresponding  item  of  £703,000,  it 
will  be  evident  to  the  merest  tyro  in  statistical  com- 
parisons that  the  above  comparison,  ignoring  as  it  does 
the  quantities  of  liquor  represented  by  the  revenue 
figures  quoted,  is  absolutely  fallacious  and  misleading. 
Surely  our  critics  do  not  seriously  suggest  that  the 
relative  taxation  of  a  commodity  in  two  countries 
can  be  determined  by  taking  the  proceeds  of  the 
taxes  and  ignoring  the  quantities  of  the  commodity 
taxed  ?  And  yet  that  is  precisely  what  the  criticism 
quoted  above  assumes.  In  order  to  show  the  fallacy 
underlying  the  criticism,  let  us  take  an  analogous  case. 

In  the  last  financial  year  (1907-8)  there  was 
collected  in  the  form  of  beer  duty  in  Scotland  a 
revenue  of  £633,764,  or  2s.  8d.  per  head  of  the 
population.  In  the  same  year  the  proceeds  of  the 
beer  duty  in  England  amounted  to  £11,158,329,  or 
6s.  4^d.  per  head  of  the  population.  Now,  according 
to  the  argument  of  our  critics,  the  deduction  from 
these  figures  is  that  beer  is  much  more  highly  taxed 
in  England  than  in  Scotland,  whereas,  as  every  one 
knows,  the  taxation  of  beer  in  the  two  countries  is 
absolutely  identical.  The  absurdity  of  the  argument 
arises  from  the  fact  that  the  revenue  figures  have  no 
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relation  to  population,  but  vary  according  to  the 
quantities  of  beer  taxed,  the  difference  in  the  yield 
of  the  duty  corresponding  to  a  difference  in  the 
number  of  barrels  of  beer  taxed.  No  comparison  of 
the  relative  taxation  of  beer  and  spirits  in  the  United 
Kingdom  and  in  the  United  States  can  have  any 
validity  that  does  not  take  into  account  the  difference 
in  the  quantities  sold  and  consumed  in  the  two 
countries.  Taking  these  quantities  into  account  it 
will  be  seen  (Chapter  XI.)  that  in  the  year  referred 
to  the  liquor  trade  in  the  United  States  was  taxed 
at  the  rate  of  10s.  Ojd.  per  gallon  of  absolute 
alcohol,  while  the  liquor  trade  in  this  country  was 
taxed  at  the  rate  of  but  8s.  4d.  per  gallon  of 
absolute  alcohol.  Had  the  rate  of  taxation  in  the 
two  countries  been  the  same,  the  revenue  from 
liquor  taxation  in  the  United  Kingdom  would  have 
been  £43,213,751  instead  of  £35,910,844,  or  an 
increase  of  £7,302,907. 

Taxation  of  Beer  and  Spirits  in  the  United 
Kingdom  and  United  States  of  America 

A  second  criticism  directed  against  our  contention 
that  taxation  of  the  liquor  trade  is  much  heavier  in 
the  United  States  than  in  the  United  Kingdom  is 
the  extraordinary  allegation  that,  in  comparing  the 
taxation  of  licences,  we  have  ignored  the  difference 
in  the  rates  of  excise  taxation  (i.e.  beer  and  spirit 
duties)  in  the  two  countries  !  It  is  difficult  to  treat 
such  a  criticism  seriously  in  view  of  the  plain  fact 
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that  in  every  edition  of  this  volume  we  have  devoted 
an  entire  chapter  to  a  comparison  of  the  total  taxa- 
tion of  the  trade  {i.e.  liquor  duties  plus  licence  duties) 
in  the  two  countries. 

In  Chapter  XL  we  explicitly  deal  with  the  beer 
and  spirit  duties,  pointing  out  the  difference  in  the 
rates  in  the  two  countries,  and  show  that,  despite  this 
difference  in  the  duties  on  beer  and  spirits,  the  total 
taxation  of  liquor  (i.e.  licence,  customs,  and  excise 
duties  combined)  is  far  higher  in  the  United  States 
than  in  this  country.1 

National  and  Local  Taxation 

A  further  argument  used  against  our  comparison 
of  licence  taxation  in  the  United  States  and  in  the 
United  Kingdom  is  the  plea  that,  apart  from  special 
liquor  taxes,  such  as  the  licence  and  excise  duties, 
the  English  publican,  unlike  the  American  publican,  is 
liable  to  other  national  and  local  taxes,  such  as  the 
income  tax  and  local  rates.  The  relevancy  of  this 
plea  is  not  quite  apparent,  inasmuch  as  these  taxes 
are  not  peculiar  to  the  publican,  but  are  paid  by  all 
other  tradesmen  and  citizens,  although  it  is  true  that 
the  fact  that  the  publican's  premises  are  licensed 
premises  is  taken  into  account  in  determining  the 
assessment.  But  the  real  point  to  be  considered  in  a 
comparison  such  as  we  have  attempted  in  this  volume 

1  In  this  connection  we  may  point  out  that  our  critics  always  ignore  the 
case  of  Canada,  where  the  licence  duties,  as  wc  have  shown,  are  enormously 
higher  than  in  this  country  despite  the  fact  that  the  beer  duty  is  also  con- 
siderably higher. 

o  2 
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is  the  amount  of  taxation  (over  and  above  ordinary 
taxation  paid  by  all  citizens  and  tradesmen  alike) 
which  the  liquor  trade,  qua  liquor  trade,  pays  in  this 
country  and  in  the  United  States.  The  question 
whether  ordinary  national  and  local  taxation,  paid  by 
all  citizens  alike  without  regard  to  their  trade  or  pro- 
fession, is  higher  or  lower  in  this  country  than  in 
the  United  States,  is  not  pertinent  to  the  argument. 
The  only  question  at  issue  is,  What  taxation  does  the 
publican,  qua  publican,  pay  in  the  two  countries  ?  As  a 
matter  of  fact,  we  have  given  evidence  which  suggests 
that  the  burden  of  ordinary  State  and  local  taxation 
is  at  least  as  heavy  in  the  United  States  as  in  this 
country.1 

Nor  is  it  true  to  assert,  as  a  trade  journal 
does,  without  any  limitation  or  qualification,  that 
"  an  important  item  of  taxation,  namely,  the  income 
tax  on  profits,  is  common  to  the  licensed,  as  to 
every  other,  trade  in  England,  but  the  American 
publican  escapes  this  imposition."  As  we  have 
shown,  in  the  State  of  Massachusetts,  where  the 
scale  of  licence  taxation  is  higher  than  in  any  other 
State  in  the  Union,  a  publican  or  brewer  pays  (in 
addition  to  an  annual  tax  on  his  real  estate  and 
personal  property  to  which  the  English  publican  or 
brewer  is  not  liable)  an  income  tax  on  all  his  profits 
in  excess  of  £400  per  annum.  He  therefore  pays  on 
(l)  his  real  estate  ;  (2)  the  value  of  his  personal 
property,  including  stock,  fixtures,  plant,  machinery, 

1  See  pp.  119-20  and  135-6  of  the  present  edition.     Also  pp.  345-6  and 
377-81  of  the  second  and  third  (unahridged)  editions. 
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etc. ;  and  (3)  all  profits  exceeding  the  sum  of  £400 
per  annum.  In  other  words,  the  Massachusetts 
publican  is  liable  to  all  the  taxes  to  which  an  ordinary 
tradesman  is  liable  and,  in  addition,  to  a  high  licence 
duty  which  averages  £324  in  the  State  as  a  whole  as 
against  £21  in  the  United  Kingdom. 

It  is  true  that  in  the  United  States  generally  an 
income  tax  on  profits  is  not  imposed,  but  to  mention 
that  fact  without  at  the  same  time  pointing  out  that 
its  place  is  taken  by  a  tax  on  real  estate  and  personal 
property  is  simply  to  mislead. 

Nor  is  there  any  substance,  from  a  comparative 
point  of  view,  in  the  plea  that  the  licensed  liquor 
trader  in  this  country  is  liable  to  a  higher  assessment 
for  rates  and  taxes  because  of  his  licence.  As  we 
have  pointed  out,  the  same  considerations  apply  in 
the  case  of  the  American  publican. 

Comparison  of  Retail  Prices 

There  is  a  certain  weight  in  the  further  plea  that, 
while  licence  duties  are  enormously  higher  in  the 
United  States  than  in  this  country,  the  retail  prices 
of  liquor  are  also  higher.  But  the  objection  has  less 
substance  than  at  first  sight  appears.  The  usual 
price  of  a  glass  of  beer  in  the  United  States  is  5  cents 
(2^d.)  as  against  an  average  price  of  l^d.  (l'52d.)  in 
the  United  Kingdom.1     The  usual  price  of  a  dram  of 

1  These  figures  cannot,  however,  be  strictly  compared  unless  allowance  be 
made  for  the  respective  sizes  of  the  glasses  used  in  the  two  countries.  See  on 
this  point  footnote  (1),  p.  538,  of  the  second  (unabridged)  edition. 
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spirits  (of  unlimited  measure1)  in  the  United  States 
is  10  cents2  (5d.),  and  occasionally,  in  hotel  bars  and 
high -class  saloons  especially,  15  cents  (7jd.),  as 
against  an  average  price  of  3*1 7d.  in  the  United 
Kingdom.3  But  these  prices,  standing  alone,  are 
misleading  and  require  to  be  qualified  by  certain 
important  considerations.  In  the  first  place,  retail 
prices  in  America  are  affected  less  by  taxation  than 
by  the  relatively  higher  prices  of  commodities  gener- 
ally in  the  United  States  as  compared  with  this 
country.  That  they  are  not  the  result  of  high  licence 
taxation  is  certain.  The  high  licence  system  in 
America  is  of  comparatively  recent  growth.  It  dates 
from  1880  and  has  reached  its  greatest  proportions 
in  quite  recent  years.  Under  it  retail  prices  have 
not  increased  but  have  tended  to  decline,  and  are 
actually  lower  to-day  than  they  were  twenty  years 
ago.  Secondly,  the  retail  price  of  spirits  in  the 
United  States  applies  not  only  to  domestic  (i.e.  home- 
manufactured)  spirits,  but  to  foreign  spirits  also,  upon 
which  a  high  import  duty  is  levied.  Moreover,  it 
covers  a  free  supply  of  seltzer  water,  for  which  a 
separate  and  heavy  charge  is  universally  made  in 

1  In  the  United  States  the  customer  is  handed  a  bottle  of  spirits  and  serves 
himself,  no  restriction  being  placed  on  the  quantity  taken.  In  the  United 
Kingdom  there  is  no  such  option,  and  the  measure  of  a  dram  is  strictly  fixed. 

2  The  President  of  the  New  York  Wine,  Beer,  and  Liquor  Dealers'  Associa- 
tion informs  us  that  in  the  Bowery,  West  Street,  South  Street,  and  the 
extreme  east  and  west  sides  of  New  York  City  "  there  are  always  saloons 
where  whisky  can  be  bought  from  3  to  5  cents  a  glass. "  These  prices  are, 
however,  exceptional,  and  the  usual  price  is  10  cents. 

3  In  hotels  and  superior  bars  in  this  country  the  price  is,  of  course, 
higher.  The  average  size  of  a  dram  of  spirits  in  the  United  Kingdom  is 
54*4  c.c. 
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this  country.1  Further,  rents,  the  cost  of  labour,  and 
other  working  expenses  of  the  publican  are  consider- 
ably higher  in  the  United  States  than  in  this  country. 
On  April  13,  1906,  the  London  Daily  Telegraph, 
following  up  a  discussion  on  licence  taxation  provoked 
by  the  publication  of  this  volume,  published  a 
summary  of  the  results  of  a  special  investigation 
made  by  its  New  York  correspondent  concerning  the 
comparative  taxation  of  publicans  in  New  York  City 
and  in  the  United  Kingdom.  The  inquiry,  naturally, 
was  not  of  a  precise  or  detailed  character,  but  it 
covered  one  or  two  important  points.  In  response 
to  the  question :  "  What  would  rent,  wages,  and 
general  expenses  amount  to  in  New  York  City  ? " 
the  following  answer  was  returned  : — 

"  These  vary  according  to  saloon  and  neighbour- 
hood. There  is  no  average  rent,  wages,  and  general 
trade  expenses,  but  for  purposes  of  comparison  they 
may  be  put  as  double  those  ruling  in  London." 

The  "  Free  Lunch  "  Custom 

Moreover,  any  comparison  of  retail  prices  in  the 
two  countries  that  does  not  take  into  account  the 
almost  universal  provision  of  "  free  lunches "  in 
American  saloons  must  inevitably  be  misleading.  As 
an  additional  expense,  it  is,  as  the  New  York  corre- 
spondent of  the  London  Daily  Telegraph  pointed  out, 
"  a  considerable  item  on  the  publican's  daily  outlay 

1  In  the  United  Kingdom  soda  water  (separately  paid  for)  is  usually  taken 
with  spirits  instead  of  seltzer  water,  as  in  the  United  States. 
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in  America."  Few  people  in  this  country  have  an 
adequate  idea  of  the  widespread  extent  and  substantial 
character  of  these  "  free  lunches."  They  are  to  be 
found  in  most  saloons,  but  are  less  elaborate  in  the 
cities  of  the  eastern  States  than  in  other  divisions  of 
the  Union.  They  are  most  elaborate  in  the  cities  of 
the  western  States. 

"  The  popularity  of  the  free  lunch,"  say  the  '  Com- 
mittee of  Fifty,' *  "  lies  in  the  fact  that  one  can  obtain 
sufficient  food,  and  drink  besides,  for  the  same  price 
that  the  simplest  meal  would  cost  at  any  cheap 
restaurant.  Even  where  the  free  lunch  is  the  least 
abundant  and  attractive,  it  still  provides  sufficient 
nourishment  to  satisfy  the  hunger  of  multitudes  of 
working-men." 

A  careful  investigation  of  all  the  saloons  in  the 
seventeenth  ward  of  Chicago — a  fairly  representative 
working-class  ward — showed  that  111  out  of  163 
provided  free  lunches.  It  is  obvious  that  a  heavy  ad- 
ditional expense  of  this  kind  materially  diminishes  the 
value  of  the  higher  retail  prices  which  the  American 
saloon-keeper  receives  for  his  beer  and  spirits. 

Nor  must  it  be  assumed  that  the  disparity  in  the 
prices  of  beer  and  spirits  sold  by  the  glass  and  dram 
in  public-houses  in  the  United  States  and  in  the 
United  Kingdom  is  typical  of  the  difference  in  the 
general  retail  price  of  beer  and  spirits  in  the  two 
countries.  On  the  contrary,  it  is  certain  that  average 
retail  prices  in  the  United  States  and  in  Great  Britain 

1  Substitutes  for  the  Saloon,  by  the  Committee  of  Fifty,  p.  229. 
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(including  all  forms  of  what  in  this  country  is  known 
as  retail  sale)  approximate  much  more  closely  than 
the  "  bar  "  prices  appear  to  indicate.  TJie  American 
Grocer  publishes  every  year  what  is  accepted  as  an 
authoritative  estimate  of  the  national  expenditure 
upon  alcohol  in  the  United  States.  Comparison  of 
these  average  prices  with  those  obtained  for  beer  and 
spirits  in  the  United  Kingdom  suggests  that  while  beer 
is  more  expensive  in  the  United  States  than  in  this 
country,  spirits  (the  principal  alcoholic  drink  in  the 
United  States)  are,  on  the  whole,  somewhat  cheaper.1 

Would  Increased  Taxation  raise  Prices  ? 

It  is  urged  that  higher  licence  duties  would  mean 
dearer  beer  and  spirits,  inasmuch  as  the  trade  would 
tax  the  consumer  by  raising  prices.  It  is,  however, 
extremely  doubtful  if  the  trade  could  afford  in  its 
own  interests  to  do  this.  Apart  from  all  questions 
of  competition  among  brewers  themselves,  such  an 
attempt  would  be  quite  indefensible,  since  the  smallest 
practicable  increase  in  prices  would  represent  an  ag- 
gregate profit  to  the  brewers  out  of  all  proportion  to 
any  probable  increase  in  taxation.  An  addition  of 
one  halfpenny  per  pint  to  the  price  of  beer  alone — to 
say  nothing  of  any  increase  in  the  price  of  spirits  and 
wine — would  yield  the  trade  upwards  of  £20,000,000 
per  annum,  which  would  be  out  of  all  proportion 
to  increased  licence  taxation  of,  say,  three  to  four 
millions. 

1  See  on  this  point  pp.  542-3  of  the  unabridged  editions  of  this  volume. 
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Would  the  Revenue  suffer? 

It  is  suggested  that  further  taxation,  by  reduc- 
ing consumption,  would  react  injuriously  upon  the 
revenue,  and  confirmation  of  this  suggestion  is  sought 
in  the  facts,  first,  that  the  consumption  of  alcohol 
is  steadily  declining  in  the  United  Kingdom,  and, 
second,  that  in  the  United  States,  where  taxation 
is  higher,  the  per  capita  consumption  of  alcohol  is 
much  lower. 

Now,  admitting  that  the  consumption  of  alcohol 
in  the  United  Kingdom  has  lately  declined,  it  cannot 
be  suggested  that  the  decline  is  in  any  way  attribut- 
able to  the  pressure  of  taxation ;  nor  is  it  by  any 
means  clear,  at  present,  that  it  is  a  permanent 
decline.  As  a  matter  of  experience,  previous  increases 
in  the  rate  of  liquor  taxation  in  the  United  Kingdom 
have  had  no  apparent  effect  upon  consumption,  but 
have  actually  been  followed  by  increased  consump- 
tion. These  facts  appear  to  indicate  that  the  point 
at  which  taxation  would  cease  to  be  remunerative 
has  not  yet  been  reached.  Increased  licence  taxation 
would  certainly  reduce  the  number  of  licences,  but 
the  experience  of  the  United  States  and  other 
countries  shows  conclusively  that  the  revenue  does 
not  suffer  in  such  a  case.  On  the  contrary,  the  effect 
of  high  licence,  while  powerful  in  the  reduction  of 
licences,  is  also  powerful  in  increasing  the  amount  of 
revenue  received.  Nor  is  it  a  fact  that  the  much 
smaller  per  capita   consumption    of  alcohol  in    the 
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United  States  is  due,  directly  or  remotely,  to  the 
high  licence  taxes.  On  the  contrary,  despite  high 
licence  taxation,  and  despite  a  great  extension  of 
prohibitory  legislation,  the  per  capita  consumption 
of  alcohol  in  the  United  States  has  for  a  long  period 
of  years  steadily  and  persistently  increased,  which  is 
only  further  confirmation  of  the  fact,  frequently 
alluded  to  by  the  present  writers,  that  restrictive 
legislation  is  less  powerful  in  reducing  the  consump- 
tion of  alcohol  than  is  often  assumed. 

Would  Increased  Taxation  be  Just  ? 

It  is  said  that,  even  assuming  that  the  profits  of 
the  liquor  trade  are  high,  other  trades  make  as  large, 
or  even  larger,  profits,  and  that  it  is  not  just  to  single 
out  the  liquor  trade  for  special  taxation  while  exempt- 
ing these  other  highly  lucrative  trades  from  similar 
taxation.  This  objection  loses  sight  of  the  important 
distinction  that,  whereas  other  trades  are  open  and 
unprotected  trades  carrying  on  their  business  under 
conditions  of  free  and  unrestricted  competition,  the 
licensed  liquor  trade  is  a  close  monopoly  whose 
exceptional  lucrativeness  is  largely  due  to  State 
action.  Further,  as  we  have  pointed  out  in  the 
earlier  pages  of  this  book,  economists  of  all  schools 
have  always  agreed  in  recognising  the  liquor  trade  as 
one  which  in  an  exceptional  degree  justifies,  and  indeed 
demands,  special  taxation.  In  the  first  place,  it  is 
concerned  with  a  commodity  which  is  admittedly  a 
luxury  and   not  a  necessity  of  efficient  subsistence. 
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Secondly,  it  entails  upon  the  community  special  and 
heavy  expenditure  in  respect  of  its  social  effects  ; 
and,  thirdly,  as  we  have  already  observed,  it  is  a 
lucrative  monopoly  whose  exceptional  value  is  largely 
due  to  the  laws  and  action  of  the  State.  Obviously 
there  are  limits  to  the  practical  application  of  these 
considerations  which  cannot  justly  be  exceeded,  but 
we  submit  that  the  evidence  contained  in  the  present 
volume  proves  conclusively  that  those  limits  are  not 
nearly  approached  by  the  existing  scale  of  taxation. 
The  standards  of  taxation  prevailing  in  the  United 
States,  the  Dominion  of  Canada,  and  elsewhere  show 
the  complete  inadequacy  of  the  standards  imposed 
in  this  country,  and  if  further  confirmation  of  this 
conclusion  were  required,  it  could  be  found  in  the 
large  sums  paid,  since  1904,  for  new  annual  licences 
in  England  and  Wales.1 

The  present  writers  have  no  desire  that  the  State 
should  harass  the  trade  or  press  taxation  beyond 
just  and  legitimate  limits  :  their  contention  is  simply 
that  the  State  is  entitled  to  a  fair  return  for  the 
substantial  benefits  that  its  action  has  conferred  upon 
a  privileged  trade,  and  that  past  remissness  in  this 
respect  should  not  be  treated  as  permanent  disability. 

1  See  unabridged  editions,  pp.  100  and  553-4.  It  may  be  observed  that, 
prior  to  1904,  the  trade  was  declared  to  be  taxed  "almost  to  the  breaking 
point,"  but  the  compensation  charges  and  payments  for  monopoly  values 
imposed  by  the  Act  of  that  year  have  been  easily  paid.  As  a  matter  of  fact, 
for  at  least  thirty  years  every  proposal  of  further  taxation  has  encountered 
the  cry  that  the  trade  was  already  overtaxed. 
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Fall  River,  rate  and  proceeds  of  licence 
duties  in,  101 
taxation  of  brewers  in,  142 
Florida,  taxation  of  clubs  in,  1 73 
"  Free  Lunch  "  Custom,  the,  199 
"Free  Mash  Tun,"  43,  47 

Georgia,  licence  taxation  in,  105 
Gin  Plague,  the,  11  et  seq. 
Gladstone,  Mr.  W.  E.,  quoted,  22,  27, 
28,  41,  43,  44,  72,  173 
budget  proposals  of,  20,  22,  26,  41 
Glasgow,  population  of,  97 
rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 
present   proceeds  in,   compared  with 
proceeds  on  American  basis,   103, 
118 
Glucose,  quantity  of,  used  in  brewing,  44 
Grass  Lake,  licence  taxation  in,  107 

Harcourt,  Sir  William,  quoted,  46,  160 
High   licence,   history   and  growth    of, 
in  U.S.A.,  90  et  seq. 
no  exemption  from  ordinary  taxation 

under,  93-94,  119,  135 
effect  of,  in  establishing  prohibition, 

107 
effect    of,    in    reducing    number    of 

licences,  181 
advantages  of,  181 
limitations  and  defects  of,  183 
Hops,  decline  in  use  of,  since  1880,  43 
(footnote);  effect  of  cold  storage  on 
prices  of,  43  (footnote.) 
JIop  Industry,  Report  ofSdect  Committee 
on,  1908,  quoted,  43  (footnote) 


Hop  substitutes,  quantity  used  in  brew- 
ing, 1904-7,  43  (footnote) 
Hotels,  taxation  of,  in  U.K.,  27,  71 

in  British  Colonies,  73 
House  of  Commons,  Select  Committee 

of,  quoted,  59 
Hull,  rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 
present  proceeds  in,   compared  with 
proceeds  on  American  basis,  103 

Illinois,  licence  taxation  in,  105 
Incidence  of  licence  duties,  inequalities 

of,  64 
Indianapolis,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duties  in,  99 
Inland  Revenue  Act,  1880,  74 

Commissioners  of,  quoted,  42 
Iowa,  licence  taxation  in,  107 
Ipswich,    relation    of    licence   duty   to 

rateable  value  in,  65 

Jackson  County,  licence  taxation  in,  107 
Jekyll,  Sir  Joseph,  licensing  legislation 

of,  13 
Jersey  City,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duties  in,  99 
Justices,  early  powers  of,  7 

Kansas  City,  rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 

Lawrence  (Mass.),  rate  and  proceeds  of 

licence  duties  in,  101 
taxation  of  brewers  in,  142 
Leeds,  rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 
present  proceeds  in,   compared  with 

proceeds  on  American  basis,   103, 

118,  137 
population  of,  137 
Leicester,  rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 
present  proceeds  in,   compared  with 

proceeds  on  American  basis,  103 
Licences,  early  grant  of,  3 

number  of,  in  England  and  Wales,  9, 

16,  23 
monopoly  value  of.  See  under  "  Mono- 
poly Values" 
reduction  in  the  number  of,  23,  32, 

33,  163 
true  method  of  reducing,  34,  181-185 
reduction  of,  not  a  panacea,  34 
effect  of  reduction   of,    in  enhancing 

values,  32-36 
assessment  of  values  of,  50-51,  53 
transfer  of,  duty  on,  87  (footnote) 
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Licences,  proposed  extension  to  railway 

cars,  77  ;  and  to  clubs,  170 
See  also  under  each  class  of  licence 

separately. 
Licence  duties,  origin  of,  3-5 

non-fiscal  basis  of,  prior  to  1880,  4, 

7,  10,  15 
rates  and  proceeds  of,  in  U.K.,  prior  to 

1880,  9,  10,  16 
inadequacy  of,  prior  to  1880,  20,  26 
ineffective  as  an  economic  check,  7, 

10,  15,  19,  48 
Mr.  Gladstone's  scale  of,  26-29 
effect  of,  on  revenue,  26 
present  rates  of,  in  U.K.,  26-27 

compared  with  British  Colonies,  78 

compared  with  U.S.A.,  90-138 
inadequacy  of  present  rates  of,  30-50, 

179 
amount   of,   less   than  compensation 

levies,  67 
basis  of,  in  U.K.,  51-63 
basis  of,  in  British  Colonies,  79-89 
basis  of,  in  U.S.A.,  90  et  seq. 
present  proceeds  of,  in  U.K.,  95  et 

seq. 
compared  with  possible  proceeds  on 

basis  of  American  taxation,  95  et 

seq.,  114,  115,  129,  130,  131,  135 
difficulties  of  assessment  of,  52 
inadequate  assessment  of,  53 
alternative  modes  of  assessing,  57 
methods  of  assessment  of,  in  U.S.A., 

91 
mode  of  assessing  in  London,  52 
unequal  incidence  of,  64 
effect  of  maximum  limit  on,  68 
necessary  reforms  if  present  basis  be 

continued,  62 
relation    of,    to    rateable    value     of 

premises,  65,  69 
relation  of,  to  estimated  capital  value 

of  premises,  66 
amount  of,  for  hotels,  71 
for  restaurants,  73 
for  theatres,  74 

for  railway  refreshment  rooms,  76 
for  railway  cars,  77 
effect    of,    in  reducing  licences,    35, 

181-183 
selection   of,    for  increased  taxation, 

preferable  to  beer  and  spirit  duties, 
185,  201  et  seq. 
argument  for  increase  of,  186-187 
Licence,    High.        See    under    "  High 

Licence  " 
Licence     rent.        See     under    "Public 

Tender " 


Licence  system,  origin  of,  7 

non-fiscal  basis  of,  7 
Licence  taxation.     See  under  "  Licence 

Duties" 
Licence    values,    enhancement   of.     See 

under  "  Monopoly  Values  " 
Licensed  premises.    See  under  "  Public- 
Houses,"  "Ale-Houses,"  etc. 
Licensed  Victuallers'  Central  Protection 

Society,  activities  of,  52 
Licensing  Act,  1904,  provisions  of,  re- 
lating to  monopoly  values,  39-40 
scale  of  incidence  in,  66 
proceeds     of     compensation     levies 

authorised  by,  132 
effect  of  compensation  levies  on  total 
taxation  of  beer  and  spirits,  156 
Liquor  licensing  laws,  Royal  Commission 

on,  quoted,  57 
Liquor  Problem,  The,  in  its  Legislative 
Aspects,  quoted.    See  under  "Com- 
mittee of  Fifty  " 
Liquor  trade,  importance  of  fiscal  treat- 
ment of,  1-2 
inadequate  taxation  of,  2-3 
taxation  of,  paid  by  consumer,  48, 186 
electoral    and    political  influence  of, 

52-53 
claims  of,  for  compensation,  54 
total  taxation  of,  in  U.S.A.  and  U.K., 
144,  191-197 
in  Michigan,  149 
in  Massachusetts,  151 
in  New  York  State,  153 
taxable  resources  of,  158 
a  fit  object  of  taxation,  1,  161-162, 

185,  203 
prosperity  of,  160  et  seq. 
alleged   depressed   fortunes   of,    158, 
160,  161 
Liverpool,  value  of  licensed  property  in, 
55 
population  of,  97 
rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99,  101 
present  proceeds  in,   compared  with 
proceeds  on  American  basis,  103, 
118 
Liverpool  magistrates,  resolutions  of,  20 
Local  taxation,   Royal  Commission  on, 

quoted,  63 
Local  veto.     See  under  "  Prohibition  " 
London,  reduction  of  public-houses  and 
beer-houses  in,  33 
cost  of  reduction  of  licences  in,  34 
growth  of  licence  values  in,  38 
value  of  licensed  premises  in,  56 
rate  of  licence  duty  in,  65,  97 
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London,  rate  of  licence  duty  in,  compared 
with  U.S.A.,  97,  113,  133,  134 
relation  of  licence  duty  to  rateable 

value  in,  65,  69 
proceeds  of  licence  duties  in,  99,  101, 
102 
compared   with   U.S.A.,    99,    102, 
117,  133 
number  and  ratio  of  licences  in,  33 
London    County    Council,    temperance 

policy  of,  33-34 
Lords'    Committee     on     intemperance, 

quoted,  25 
Louisville,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duties  in,  99 
Lowell,  taxation  of  brewers  in,  142 

Maize,  quantity  of,  used  in  brewing,  44 

reduced  cost  of,  47 
Malt,  quantity  of,  used  in  brewing,  44 
Malt  substitutes,  use  of,  in  brewing  since 

1880,  44 
Malt  tax,  abolition  of,  40,  190 
Manchester  (England),  relation  of  licence 
duty  to  rateable  value  in,  65 
rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99,  101, 

111 
present  proceeds  in,  compared  with 
proceeds  on  American    basis,   103, 
118 
Manchester  Guardian,  quoted,  162 
Manchester    Licensing    Reform     Com- 
mittee, proposed  basis  of  taxation 
of,  176 
Manhattan,  borough  of,  rate  of  licence 
duty  in,  97,  133 
proceeds  of  licence  duties  in,  99 
Manitoba,  taxation  of  public-houses  in, 

83 
Maryland,  basis  of  licence  duties  in,  92 
Mash  Tun,  Free.    See  under  "  Free  Mash 

Tun" 
Massachusetts,   licence  taxation  in,  91, 
118 
population  of,  110 
density  of  population  in,  110 
number  of  large  towns  in,  110 
history  of  high  licence  in,  110 
results  of  high  licence  in,  119,  121 
effect  of  taxation  upon  number  and 

proceeds  of  licences  in,  111,  119 
statutory  limit  of  number  of  licences 

in,  110 
classification  of  licences  in,  112 
rates  of  licence  duty  in,  112 
compared  with  U.K.,  114 
character  of  public-houses  in,  112 


Massachusetts,  ratio  of  licences  in,  com- 
pared with  U.K.,  119,  121 
general  taxation  in,  119 
taxation  of  brewers  in,  142 
total  taxation  of  liquor  trade  in,  151- 
152 
compared  with  U.K.,  152 
Maximum  limit,    effect    of,    on   licence 

duties,  68 
Menace.     See  under  "  Liquor  Trade,  In- 
fluence of" 
Michigan,  rate  of  licence  duties  in,  105, 
107 
total    taxation    of    liquor   trade   in, 
149 
compared  with  U.K.,  150 
per  capita  consumption  of  alcohol  in, 
149 
Milwaukee,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duty  in,  99 
Minneapolis,  rate  of  licence   duty   in, 
97 
proceeds    of   licence    duties   in,    99, 
101,  182 
Minnesota,  licence  taxation  in,  91 

taxation  of  clubs  in,  173 
Missouri,  licence  taxation  in,  105 
Monopoly  values,  neglect  of,  by  State, 
19,  21,  25,  181 
enhancement  of,  by  State  action,  31, 49 
enhancement  of,  in  London,  38 
enhancement  of,  in  Birmingham,  39 
recovery  of,  in  case  of  new  licences, 
39-40 
Montana,  licence  taxation  in,  91 
Montreal,    basis   of   licence    duties   in, 

79 
Municipal  Councils,  power  of,  in  U.S.A., 
to  impose  additional  licence  duties, 
106 
Munith,  licence  taxation  in,  108 

Nebraska,  licence  taxation  in,  90 

New  Hampshire,  taxation  of  publicans 

in,  91 
New  Jersey,  taxation  of  saloons  in,  104 
New    South    Wales,     basis    of    licence 
duties  in,  79 
rate  of  licence  duties  in,  80 
New  York  City,  rate  of  licence  duty  in, 
97,  128,  132 
compared  with  London,  133 
proceeds    of    licence    duties    in,    99, 
101 
compared  with  London,  133,  134 
compared  with  U.K.,  135 
effect   of  taxation   upon   number   of 
licences  in,  126 
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New  York  City,  evasion  of  Raines'  Law 
in,  by  clubs,  169 
taxation  of  clubs  in,  170 
general  local  and  State  taxation  in, 
135 
New  York  (Greater).     See  under  "  New 

York  City  " 
New  York  (State  of),  population  of,  122 
density  of  population  in,  122 
proportion  of  urban  population  in,  122 
enactment  of  Raines'  Law  in,  124 
conditions  of  licensing  in,  124-125 
effect  of,  in  reducing  licences,  125 
financial  results,  1896-1902,  127 
present  licence  duties  in,  128 
compared  with  U.K.,  130 
present  proceeds  of  licence  duties  in, 

136-138 
total  taxation  of  liquor  trade  in,  154 

compared  with  U.K.,  154-156 
estimated  consumption  of  alcohol  in, 

153,  154,  155 
taxation  of  clubs  in,  173 
New  Zealand,  rates  of  licence  duties  in, 
81 
taxation  of  beer  and  spirits  in,  82 
Newark  (N.J.),  rate  of  licence  duty  in, 
97 
proceeds  of  licence  duties  in,  99 
Newcastle- on-Tyne,  population  of,  97 
value  of  licensed  property  in,  55-56 
relation  of   licence  duty  to  rateable 

value  in,  65 
rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99,  101 
present  proceeds  in,  compared  with 
proceeds  on  American  basis,  103 
Noon,  Rev.  Alfred,  quoted,  119 
Norvell,  licence  taxation  in,  108 
Nottingham,  rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 
present  proceeds  in,  compared  with 
proceeds  on  American  basis,  103, 
118 

Ohio,  rate  of  licence  duties  in,  104-105 

Oldham,  values  of  beer-honses  in,  54 
rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 

Ontario,  licence  taxation  in,  84 
compared  with  U.K.,  85 

Oregon,  licence  taxation  in,  105 

Parma,  licence  taxation  in,  107 
Pennsylvania,  licence  taxation  in,  91 

taxation  of  brewers  in,  143 
Peterborough,  proceeds  of  licence  duties 
in,  101 


Philadelphia,    rate  of  licence  duty  in, 
97 
proceeds  of  licence  duties  in,  99 
effect   of  taxation   upon   number  of 
licences  in,  182 
Pitt,  William,  quoted,  58 
Pittsburg,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duties  in,  99 
Population  as  basis  of  taxation,  59,  92 
Portsmouth  (England),  rate  of  licence 
duty  in,  97 
proceeds  of  licence  duties  in,  99 
present  proceeds  in,  compared  with 
proceeds  on  American  basis,  103 
Prohibition  in  U.S.A.,  107 

effected  by  high  licence,  107  • 
Providence,    rate    of   licence   duty  in, 

97 
Publicans,  number  of,  in  England  and 
Wales,  9,  16,  23 
influence   of,    in   local   and   national 

politics,  52-53 
evasion  of  taxation  by,  164 
See  also  under  "  Public-houses  " 
Publican's  licence,  early  forms  of,  5-29 
origin  of  present  form  of,  25 
taxation    of.      See    under    "  Licence 

Duties  " 
basis  of  licence  duties  on,  51 
difficulties  of  assessment  of,  52 
trade's  estimate  of  value  of,  53 
market  values   of,    and    assessments 

compared,  55 
See    also    under     ' '  Licences "    and 
"  Public-houses" 
Publican's  monopoly,  growth  of,  17,  19, 

23-26,  31  et  seq. 
Public  -  houses,     early     conditions     of 
licensing,  4 
oversupply    of,    due    to    inadequate 

taxation,  8,  18-19,  181,  186-187 
recent  reduction  in  the  number  of, 

23,  32-33 
increased  size  of,  36 
growth  in  value  of,  37  et  scq. 
ratio    of,    in    U.K.,   compared   with 

U.S.A.,  100-101 
transfer  of  trade  from,  185 
See    also    under    "  Publicans "    and 
"Publican's  Licence" 
Public  tender,  argument  for,  60 
alleged  objections  to,  61 

Quebec,  basis  of  licence  duties  in,  79 
Queen's  Borough  (N.Y. ),  rate  of  licence 

duty  in,  133 
Queensland,  rates  of  licence  duties  in, 

80 
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Railway  cars,  sales  of  liquor  in,  77 
Railway  refreshment  rooms,  taxation  of, 

76 
Raines'  Law.    See  "New  York,  State  of  " 
Raw  materials,  reduced  price  of,  45 
Reduction  of  licences,  true  method  of, 
34,  181-185 
effect  of  taxation  upon,  34,  49, 181-185 
beneficial  effect  of,  to  brewer,  163 
See  also  under  "  Licences  " 
Restaurants,  taxation  of,  27,  73 
Retail  prices  in  U.K.  and  U.S.A.  com- 
pared, 197 
Rhode  Island,  92 
Rice,  quantity  of,  used  in  brewing,  44 

reduced  cost  of,  47 
Richmond  (N.Y.),  rate  of  licence  duty 

in,  133 
Rochester  (N.Y.),  rate  of  licence  duty 
in,  97 
proceeds  of  licence  duties  in,  97 
effect   of  taxation  upon   number   of 
licences  in,  126 
Royal  Commissions.    See  under  "Liquor 

Licensing  Laws" 
Rural   districts,    rates   of   duty   in,   in 
U.S.A.,  106,  137-138 
in  U.K.,  108,  137-138 

St.  Louis,  rate  of  licence  duty  in,  97 
proceeds   of    licence    duties   in,    99, 
101 
St.  Paul,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duties  in,  99,  101 
Sales  of  liquor  as  a  basis  of  taxation,  58 

et  seq. 
Salford,  rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99 
present  proceeds  in,  compared  with 
proceeds  on  Ajnerican  basis,  103 
San  Francisco,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duties  in,  99 
Scotland,  number  of  registered  clubs  in, 

177 
Sheffield,  licence  revenue  in,  86 
rate  of  licence  duty  in,  97 
proceeds  of  licence  duties  in,  99,  101 

compared  with  U.S.A.,  136 
present  proceeds  in,  compared  with 
proceeds  on  American  basis,  103, 
118 
Slocumb  Law,  90 

South  Australia,  basis  of  licence  duties 
in,  79 
rates  of  licence  duties  in,  80 
South  Dakota,  licence  taxation  in,  106 
Southampton,  proceeds  of  licence  duties 
in,  101 


Spirits,  excessive  use  of,  12  et  seq. 
regulation  of  sale  of,  11 
taxation  of  sale  of,  12  et  seq. 
taxation  of,  Canada  and  U.K.,  38 
relative    taxation    of,    in   U.K.   and 

U.S.A.,  139  et  seq.,  146 
taxation  of,  paid  by  consumer,  164 
effect  of  taxation  in  reducing  strength 

of,  164 
relative  consumption  of,  in  U.S.A.  and 

U.K.,  143 
excise  duty  on,  in  Australia,  81 
excise  duty  on,  in  New  Zealand,  81 
Spirit  retailer's  licence,  11 

See    also    under    "  Public  -  houses, " 
"Publicans,"  and  "Licence Duties" 
Springfield,  taxation  of  brewers  in,  142 
Springport,  licence  taxation  in,  107 
Stamp  duties,  origin  and  character  of,  7 
Statist,  quoted,  47 
Steam-packets,  licence  duty  for,  27 
Substitutes  for  malt.     See  under  "  Malt 

Substitutes  " 
Sugar,  quantity  of,  used  in  brewing,  44 

reduced  cost  of,  44,  47 
Sunderland,  rate  of  licence  duty  in,  97 

proceeds  of  licence  duties  in,  99 
Superior,  proceeds  of  licence  duties  in, 

101 
Sweden,  adoption  of  public  tender  in,  62 
Syracuse,  effect   of  taxation   upon   the 
number  of  licences  in,  126 

Tasmania,  rates  of  licence  duty  in,  80 
Tender,    public.      See   under    "Public 

Tender " 
Theatres,  taxation  of,  27,  74 
Times,  The,  quoted,  159,  161 
Toronto,  licence  taxation  in,  86 

revenue  from  public-houses  in,  86 
Trade,  amount  of,  as  a  basis  of  taxation, 

158 
Transfer  of  licences,  duty  on,  87  (foot- 
note) 
Transvaal,  taxation  of  clubs  in,  173 
Tynemouth,  proceeds  of  licence  duties 
in,  101 

United  Kingdom,    origin   of    licensing 

system  in,  3,  6-7,  12 
introduction  of  wine  into,  10 
introduction  of  spirits  into,  1 1 
early  prevalence  of  drunkenness  in, 

12-15 
early  restrictions  on  sale  of  alcohol 

in,  6-7,  11 
non-fiscal  basis  of  licence  system  in, 

3,  7,  10,  15,  18,  28 
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United    Kingdom,   licence   taxation   in, 
prior  to  1880,  7,  8,  9,  10,  15,  17 
present  rates  of  licence  duty  in,  26- 
27,  30-31 
compared   with   British    Colonies, 

78-89 
compared  with  U.S.A.,  93,  95,  96, 
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total  taxation  of  liquor  trade  in,  144, 

194,  195 
basis  of  taxation  of  beer  in,  164-165 
taxation  of  clubs  in,  173 
national  and  local  taxation  in,  com- 
pared with  U.K.,  195 
United  Temperance  Bill,  provisions  of, 

quoted,  176 
Utah,  licence  taxation  in,  91 

Vermont,  taxation  of  publicans  in,  91 
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